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MENT BACKGROUND: UNI- 
FORM REPORTING RE- 
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The Securities and Exchange 
Commission today proposed 
for comment various amend- 
ments to registration forms 
under the Securities Act of 
1933 and to registration and 
reporting forms and proxy 
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extended to November 29, 


The following releases relate to self-regulatory organiza- 
tion rule proposals and/or adoptions. 
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BEN B. REUBEN 

Where president of NASD 
member firm tried to negotiate 
for a customer a check to 
president knew or should 
have known his customer was 
not entitled, NASD’s finding of 
violation sustained; and sanc- 
tions affirmed. 

Self regulatory bodies’ dis- 
ciplinary proceedings, under 
“high standards of commer- 
cial honor and just and equi- 
table principles of trade” 
standard are ethical in char- 
acter. Fact that violation of 
that standard did not result in 
actual harm is of little, if any, 
mitigative moment 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5758/November 2, 1976 


SECURITIES EXCHANGE ACT of 1934 
Release No. 12946/November 2, 1976 


PUBLIC UTILITY HOLDING COMPANY ACT 
Release No. 19741/November 2, 1976 


INVESTMENT ADVISERS ACT 
Release No. 9505/November 2, 1976 


DISCLOSURE OF MANAGEMENT BACKGROUND: UNI- 
FORM REPORTING REQUIREMENTS 


Proposed Amendments to Forms and Schedules 


The Securities and Exchange Commission today proposed 
for comment various amendments to registration forms 
under the Securities Act of 1933 (“Securities Act’) [15 
U.S.C. 77a et seq.}] and to registration and reporting forms 
and proxy schedules under the Securities Exchange Act of 
1934 (“Exchange Act’) [15 U.S.C. 78a et seg., as amended 
by Pub. L. No. 94-29 (June 4, 1975)]. If adopted, these 
proposals would require more meaningful disclosure to 
investors regarding the backgrounds of the management of 
publicly held companies. In addition, the Commission has 
requested comments on the need for and possible format of 
additional disclosure requirements relating to the back- 
ground, qualifications, remuneration and transactions of 
management. 


At the same time, the Commission is taking this opportunity 
to propose certain other amendments which are intended to 
provide increased uniformity among various disclosure 
forms. If adopted, these amendments generally would re- 
quire the same disclosure in proxy statements concerning 
the background of directors and executive officers as will be 
required in annual reports on Form 10-K (17 CFR 249.310) 
and would conform and clarify the language of the items of 
various forms requiring disclosure of pending legal proceed- 
ings. The Commission believes that adoption of these more 
uniform reporting requirements, together with a reduction in 
the period covered by the disclosure and the instruction 
permitting certain background information to be omitted 
where not material, will serve to reduce burdens of compli- 
ance on registrants. It is anticipated that such reduction 
would balance any additional cost involved in compliance 
with the improved management background reporting re- 
quirements. 


PRELIMINARY STATEMENT 
Disclosure Concerning Directors and Executive Officers 


As a first step toward improving management disclosure, 
the Commission is proposing to amend certain of its present 
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requirements relating to disclosure about the identity and 
background of corporate officials and disclosure of events 
which the Commission believes is material to an investor's 
evaluation of the ability and integrity of directors or execu- 
tive officers. 


In connection with information presently required in proxy 
material, annual reports and various registration forms con- 
cerning the identity and background of directors, the pro- 
posed amendments would, if adopted, also require disclo- 
sure of all directorships held by each director of the issuer in 
any issuers with a class of securities registered pursuant to 
Section 12 of the Exchange Act or subject to the require- 
ments of Section 15(d) of that Act or any company regis- 
tered as an investment company under the Investment 
Company Act of 1940 [15 U.S.C. 80a et seq.], and disclo- 
sure of all memberships held by each director on any 
committees of the issuer's board of directors. This disclo- 
sure is intended to further inform investors about the qualifi- 
cations and affiliations of directors who serve public compa- 
nies. 


To provide more comprehensive information concerning 
remuneration received by certain officers and directors, the 
proposals would expand certain disclosure items by requir- 
ing presentation of all direct remuneration paid by the 
registrant and its affiliates. Since the present requirements 
generally call for remuneration paid only by the issuer and 
its subsidiaries, the proposed amendments would provide 
more complete data concerning the remuneration paid cer- 
tain individuals by a group of affiliated entities. 


In addition, the proposals would amend the items in various 
forms relating to material events in the background of 
directors and executive officers to require disclosure of (a) 
injunctions prohibiting such persons from engaging in any 
type of business practice; (b) injunctions and consent de- 
crees prohibiting future violations of Federal or state securi- 
ties laws; and (c) certain civil actions involving violations of 
such laws. 


Although the various items requiring disclosure of material 
events in the background of directors and executive officers 
currently require a description of certain events which have 
occurred with the past ten years, the proposed amendments 
to these items would reduce the time period to five years. 
The Commission believes that a five-year presentation of 
material events in most instances would provide adequate 
information necessary for an investor's evaluation of the 
quality and integrity of management and at the same time 
would reduce the burdens upon registrants in reporting such 
information. It should be noted, however, that the five-year 
period is a guide to disclosure and that events occurring 
outside this period may be material and should be dis- 
closed. 


Furthermore, the proposed amendments to the items requir- 
ing disclosure of the identity and background of directors 
and executive officers also are designed to conform the 
disclosure requirements in applicable forms under the Secu- 
rities Act and the Exchange Act. At the present time, the 
items of certain of the affected forms require substantially 
similar background information with only minor variations in 
wording and format. On the other hand, the existing require- 
ments of certain other forms are less extensive, particularly 





oe 


oe 


as to disclosure of material events in the background of 
corporate officials. Therefore, the proposed amendments, if 
adopted, would require identical disclosure concerning man- 
agement background in all of the forms being affected. 


Conformation of Disclosure Requirements 


As a part of the Commission's continuing effort to iniegrate 
the disclosure requirements of the Securities Act and Ex- 
change Act', the Commission is also proposing certain 
amendments to eliminate differences among various regis- 
tration and reporting forms in the items requiring disclosure 
of pending legal proceedings and to reconcile proxy state- 
ment and annual report disclosure relating to corporate 
Officials and other persons. 


The amendments to the items requiring disclosure of pend- 
ing legal proceedings mainly would clarify and conform the 
language presently existing in applicable forms. The Com- 
mission is of the opinion that uniform disclosure should be 
provided with respect to material pending legal proceedings, 
regardless of which form is being used. The Division of 
Corporation Finance has made an effort, through the com- 
ment procedures, to obtain substantially similar information 
concerning material pending legal proceedings in all appro- 
priate forms filed with the Commission. The proposed 
amendments, if adopted, should, therefore, avoid the need 
for amendment in response to staff comments in this regard. 


As noted above under “Disclosure Concerning Directors 
and Executive Officers,” many of the proposed revisions 
would conform the items in various forms relating to the 
identity and background of directors and executive officers. 
If adopted, the proposals would also conform certain disclo- 
sure requirements of Schedule 14A with the disclosure 
requirements of Form 10-K and other forms as they relate to 
the identity and background of directors and executive 
officers and remuneration of management. 


General Instruction H(a) to Form 10-K states that the 
information called for by the items in Part li (Items 11-15) of 
that form: 


may be omitted from the report by any registrant 
which, since the close of the fiscal year, has filed with 
the Commission a definitive proxy statement pursuant 
to Regulation 14A, or a definitive information state- 
ment pursuant to Regulation 14C, which involved the 
election of directors, or which files such proxy or 
information statement not later than 120 days after the 
close of the fiscal year. 


Generally, the theory underlying Instruction H(a) is that 
since certain information will be provided to shareholders 
through the distribution of proxy material within a certain 
period of time, such information need not also be included in 
the Form 10-K filed with the Commission. However, issuers 
electing to substitute a definitive proxy statement or defini- 
tive information statement for Part Il of Form 10-K are not 
required presently to disclose their security holders ail of the 
information which is required to be included in Part Il. In 
particular, Item 6 of Schedule 14A, which calls for disclosure 
regarding nominees and directors whenever action is to be 
taken with respect to the election of directors, omits certain 
material information concerning the identity and background 


of directors and executive officers that is required by Item 
12 of Form 10-K or would be required by that item if the 
amendments proposed herein are adopted. 


In addition, Item 7 of Schedule 14A, which calls for disclo- 
sure regarding remuneration and other transactions with 
management and others, also omits certain material infor- 
mation concerning payments to officers and directors and 
certain pending legal proceedings which is required in other 
forms or will be required if all of the proposed amendments 
are adopted. It is intended that the proposals would result in 
such presently omitted disclosure being included in proxy 
statements and information statements prepared under the 
Commission's proxy rules. 


Proxy statements and information statements, along with 
annual reports to shareholders, are among the most widely- 
read disclosure documents, and potentially the best-suited 
for communicating information on specific issues in an 
informative, readable and understandable form to security 
holders. In addition, proxy statements also have the unique 
function of presenting information material to matters being 
considered at shareholder meetings—especially election of 
directors. Annual reports on Form 10-K, on the other hand, 
are not usually distributed to shareholders, unless pursuant 
to a specific request in accordance with Rules 14a-3 [17 
CFR 240.14a-3] and 14c-3 [17 CFR 240.14c-3] under the 
Exchange Act. 


Therefore, the Commission believes that material informa- 
tion on the background of directors and executive officers is 
particularly relevant and should be set forth in proxy state- 
ments and information statements which relate to election of 
directors. It does not appear that such a requirement, if 
adopted, would result in a duplication of information since, 
pursuant to Instruction H(a), such information is usually not 
required to be included in annual reports on Form 10-K. 


Comments Invited on Additional Disclosure 


The proposed amendments announced today are intended 
only as a first step toward improving the adequacy of 
information regarding those persons responsible for corpo- 
rate management. The Commission has received various 
recommendations concerning additional disclosure require- 
ments in this area, especially as to remuneration of corpo- 
rate officers and directors and as to certain transactions of 
management. Specifically, it has been suggested that dis- 
closure should be required of the numerous emerging forms 
of indirect compensation or “perquisites” now given to 
management personnel. 


The Commission is also concerned with the adequacy of 
information available regarding various forms of executive 
compensation plans for purposes of determining the actual 
compensation of management and for comparing the levels 
of managements’ compensation among companies. The 
Commission is aware that these plans may take on a myriad 
of complex forms which are difficult to comprehend. In this 
regard, it is considering certain recommendations with re- 
spect to the formulation of a universal standard to be used 
in evaluating and comparing these plans. Therefore, at this 
time we specifically invite comments on the need for and 
possible content of additional disclosure requirements relat- 
ing to management compensation, including executive com- 
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pensation plans. It is requested that such comments indi- 
cate whether any suggested disclosure is intended for 
presentation in company proxy material or other reporting or 
registration documents as well. 


In addition, we invite comments on the need for and 
possible format of additional disclosure concerning certain 
transactions of management involving the issuer and its 
subsidiaries. It has been suggested that the current excep- 
tions from disclosure where the interest of the specified 
persons is solely that of a director of another corporation 
which is a party to the transaction; where the transaction 
involves services as a bank depository of funds, transfer 
agent, registrar, trustee under a trust indenture or similar 
services; or where the transaction involves a loan and the 
issuer or any of its subsidiaries is primarily engaged in the 
business of lending be deleted.?. 


Disclosure Concerning Professional Litigation 


On July 25, 1973,3 the Commission announced an inquiry to 
obtain information and ascertain the views of interested 
persons concerning the materiality of disclosure in filings 
with the Commission of civil and criminal litigation and 
administrative disciplinary proceedings affecting profession- 
als practicing before the Commission. At that time the 
Commission indicated that it would consider whether rules 
or guidelines should be adopted to set standards for disclo- 
sure of such litigation or proceedings. After consideration of 
the views and comments obtained as a result of this inquiry, 
the Commission has concluded that the adoption of rules or 
guidelines regarding these matters would not be practicable 
or appropriate at this time. The Commission would remind 
issuers, however, that it is the responsibility of issuers filing 
with the Commission to determine under all relevant circum- 
stances whether disclosure of litigation or proceedings relat- 
ing to professionals who participate in the preparation of a 
filing is required under the securities laws. 


Following is a synopsis of the proposed amendments to 
assist in a better understanding of their purpose and effect. 
Attention is directed, however, to the attached text of the 
proposals for a more complete understanding of their provi- 
sions. 


Proposed Amendments of Disclosure 
Requirements Concerning Background 
of Directors and Executive Officers 


If adopted, proposed amendments to the items of various 
forms requiring disclosure concerning the identity and back- 
ground of directors and executive officers [Item 16 of Form 
S-1 (17 CFR 239.11); Item 19 of Form S-11 (17 CFR 
239.18); Item 6 of Form 10 (17 CFR 249.210); and Item 12 
of Form 10-K] would provide for the following revisions: 


(1) Items 16, 19 and 6 of Forms S-1, S-11, and 10, 
respectively, would be conformed to require identical 
disclosure about the background of management. At 
present, the pertinent items of Forms S-1 and 10 
contain only minor differences in wording and format. 
The requirements of Item 19 of Form S-11, however, 
are less extensive in that they do not require disclo- 
sure about certain material events in the background 
of directors and executive officers. Such a require- 
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ment would be added to Form S-11 if the proposed 
amendments are adopted. 


(2) With respect to information required about com- 
pany directors, the proposed amendments to the 
pertinent items of Forms S-1, S-11, 10 and 10-K 
would provide that companies using such forms dis- 
close all other directorships held by their directors in 
any issuers with a class of securities registered pur- 
suant to Section 12 of the Exchange Act or subject to 
the requirements of Section 15(d) of that Act or any 
company registered as an investment company under 
the Investment Company Act of 1940. In addition, 
disclosure would be required in such forms of all 
memberships held by each director on any commit- 
tees of the issuer’s board of directors. 


(3) The ten year description of material events in the 
background of officers and directors which is currently 
required in Forms S-1, 10 and 10-K (and which is 
proposed to be included in Form S-11 and Schedule 
14A) would be reduced to a five-year description of 
such events and would be substantively expanded as 
that description relates to litigation involving directors 
and executive officers. The proposed substantive revi- 
sions would result in disclosure about injunctions 
prohibiting any such person from engaging in any type 
of business practice; injunctions or consent decrees 
prohibiting such person from future violations of Fed- 
eral or state securities laws; and civil actions in which 
such person was found to have violated any Federal 
or state securities laws. In addition, the item would be 
expanded to require disclosure of not only any court 
order, judgment or decree enjoining such persons 
from acting in certain capacities (i.e., as investment 
adviser, underwriter, etc.) but would also require dis- 
closure of any such order, judgment or decree con- 
taining restrictions which would affect such activities. 


(4) Currently, instructions to Item 16 of Form S-1 and 
Item 6 of Form 10 which define “executive officer,” 
specify that identity and background information 
should be set forth in such forms about certain 
persons employed by the registrant who are not 
executive officers but who make or are expected to 
make significant contributions to the business of the 
registrant. As proposed, this reference to disclosure 
about significant persons would be redesignated as a 
separate sub-item in these forms and would be in- 
cluded for the first time in Item 19 of Form S-11. 
These changes are intended to clarify the importance 
of describing such persons, including their business 
experience and any family relationship between them 
and directors and executive officers of the company. 


(5) Instruction 1 to Item 12 of Form 10-K presently 
indicates that Instruction 2 of Item: 8 of that form, 
which defines the term “executive officer,’ also ap- 
plies to Item 12. As proposed herein, Instruction 1 to 
Item 12 would be amended to further indicate that 
Instruction 3 to Item 8, which defines the term “family 
relationship” to mean ‘any relationship by blood, 
marriage or adoption, not more remote than first 
cousin,” also applies to Item 12. Such amendment 
would result in no additional substantive disclosure 








but would clarify that the term “family relationship” 
has the same meaning in Item 12(a) that it has in Item 
8(a). This term also is so defined in Item 6(c) of Form 
10 and in several other forms under the Securities 
Act. 


Proposed Amendments Relating to 
Disclosure of Management Remuneration 


At present, Item 17 of Form S-1, Item 20 of Form S-11, Item 
7 of Form 10, Item 13 of Form 10-K, and Item 7 of Schedule 
14A require disclosure in such forms of certain information 
“as to all direct remuneration paid by the registrant and its 
subsidiaries during the registrant's last fiscal year’ to each 
director of the registrant whose aggregate remuneration 
exceeded $40,000 and each of the three highest paid 
officers of the registrant whose aggregate direct remunera- 
tion exceeded that amount. The proposed amendment to 
such items would require disclosure in the respective forms 
of all such direct remuneration paid by the registrant and its 
“affiliates.” Rule 405 under the Securities Act and Rule 12b- 
2 under the Exchange Act define an “affiliate” of a specified 
person as “a person that directly or indirectly through one or 
more intermediaries, controls, or is controlled by, or is under 
common control with, the person specified” and a “subsidi- 
ary” of a specified person as “an affiliate controlled by such 
person directly or indirectly through one or more intermedi- 
aries.” Thus, the proposed amendment to the specified 
remuneration items would result in disclosure of information 
about remuneration paid not only by a registrant and its 
subsidiaries, but also by parents, control persons and other 
“affiliates” of the registrant. 


Proposed Amendments Relating to the 
Disclosure of Material Pending 
Legal Proceedings 


The proposed amendments to the items of various forms 
requiring disclosure of material pending legal proceedings 
{Item 12 of Form S-1; Item 16 of Form S-11; Item 10 of 
Form 10; Item 5 of Form 10-K; Item 3(a) of Form 8-K (or 
Item 1(a) of Part Il of Form 10-Q as proposed in Exchange 
Act Release No. 12619 (July 12, 1976) (41 FR 29783)], if 
adopted, would merely conform the language in all applica- 
ble forms and would not impose any new substantive 
disclosure requirements. An instruction concerning the dis- 
closure of pending environmental proceedings, currently 
included in Forms S-1, 10, 10-K, and 8-K, is proposed to be 
added to Item 16 of Form S-11. 


Proposed Item 7(h) of Schedule 14A would require in the 
issuer’s proxy statement or information statement a brief 
description of any material pending legal proceedings in 
which any director, officer or affiliate of the issuer; any 
nominee for election as director; any person owning more 
than 10 percent of the issuer’s outstanding voting securities; 
or any associate of such person is a party adverse to the 
issuer or any of its subsidiaries or has a material interest 
adverse to the issuer or its subsidiaries. Pursuant to pro- 
posed Item 7(h), such description should include the name 
of the court or agency in which the proceedings are pend- 
ing, the date instituted, the principal parties thereto, a 
description of the factual basis alleged to underlie the 
proceeding and the relief sought. This information is now 
required, or will be required if the amendments proposed 


herein are adopted, in Forms S-1, S-11, 10, 10-K and 8-K. 


The Commission is aware that proposed Item 7(h) if 
adopted, may result, in certain instances, in the disclosure 
of frivolous actions brought in connection with proxy con- 
tests against issuers or nominees for election as directors. 
Therefore, the Commission specifically invites public com- 
ments addressed to the issue of whether it would be 
appropriate in the public interest or for the protection of 
investors to provide an exemption from proposed Item 7(h) 
for disclosure relating to civil actions brought in connection 
with proxy contests against issuers or nominees, and if so, 
under what conditions. 


Proposed Amendments to Item 6 of Schedule 14A 
Requiring Information Regarding Management 


The proposed amendments to Item 6 of Schedule 144A, if 
adopted, would conform the disclosure requirements of Item 
6 with the current and proposed disclosure requirements of 
Form 10-K and other forms as they relate to the identity and 
background of directors and executive officers. As proposed 
herein, Item 6 would require, as to each person nominated 
for election as a director and each other person whose term 
of office as a director will continue after the meeting: 
disclosure of all memberships held by each such person on 
any committee of the issuer's board of directors; all director- 
ships held by such person in any issuers with a class of 
securities registered pursuant to Section 12 of the Ex- 
change Act or subject to the requirements of Section 15(d) 
of that Act or any company registered as an investment 
company under the Investment Company Act of 1940; and 
the nature of any family relationship with any other person 
nominated for election as a director or whose term of office 
is to continue after the meeting and with any executive 
officer of the issuer. A proposed instruction to the item 
would clarify that the term “family relationship” means “any 
relationship by blood, marriage or adoption, not more re- 
mote than first cousin.” 


Another proposed amendment to Item 6 would result in 
issuers being required to disclose in their proxy statements 
or information statements a five-year description of certain 
material events in the background of persons nominated for 
election as a director, persons whose term of office as a 
director is to continue after the meeting and executive 
officers. This requirement would conform to similar require- 
ments in Forms S-1, S-11, 10 and 10-K, as proposed. As 
set forth more fully in the text of the proposals, the events 
which would be described include: certain bankruptcy, insol- 
vency or receivership proceedings; certain criminal convic- 
tions or proceedings; certain orders, injunctions or decrees 
restricting certain business or commercial activities of such 
persons or prohibiting future violations of Federal or state 
securities laws; and certain civil actions involving violations 
of such laws. 


Proposed Amendments to Item 7 
of Schedule 14A Requiring Disclosure 
of Management Remuneration 


In furtherance of its intention to conform certain of the 
disclosure requirements of Schedule 14A with Part Il of 
Form 10-K, the Commission is also proposing certain 
amendments to Item 7 of Schedule 14A which requires 
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certain information about remuneration paid to management 
to be set forth in proxy statements and information state- 
ments which pertain to the election of directors and certain 
enumerated corporate actions. Item 7(a), for example, pres- 
ently requires such statements to disclose “all direct remu- 
neration paid by the issuer and its subsidiaries during the 
issuer's last fiscal year” to each director and the three 
highest paid officers of the issuer whose remuneration 
exceeded $40,000. As discussed more fully above, a pro- 
posed amendment to Item 7(a), if adopted, would require 
disclosure of all such remuneration paid by the issuer and 
its “affiliates.” 


Proposed new Instruction 4 to Item 7(a) would require that if 
any part of the remuneration paid to officers and directors 
was paid pursuant to a material bonus or profit-sharing plan, 
the plan and the basis upon which directors or officers 
participate therein should be briefly described. This instruc- 
tion is now included in Forms 10 (Instruction 6 to Item 7(a) 
and 10-K (Instruction 5 to Item 13(a)) and in the remunera- 
tion items of several Securities Act registration forms. 


Item 7(d) of Schedule 14A presently requires issuers to 
furnish information as to all options to purchase any securi- 
ties from the issuer or any of its subsidiaries which were 
granted to or exercised by directors or officers since the 
beginning of the issuer's last fiscal year and as to all options 
held by such persons as of the latest practicable date. 
Pursuant to proposed new Instruction 5 to Item 7(d), if the 
options relate to more than one class of securities, such 
information would be required to be set forth for each class 
of the issuer's securities. This amendment, if adopted, 
would conform this instruction to Instruction 4 to Item 14 in 
Part Il of Form 10-K. 


In addition, as also discussed more fully above, proposed 
new Item 7(h), if adopted, would require disclosure in proxy 
statements and information statements of certain pending 
legal proceedings involving certain persons affiliated with 
the issuer of their associates. 


OPERATION OF PROPOSALS 


The Commission is mindful of the cost to registrants and 
others of its proposals and recognizes its responsibilities to 
weigh with care the costs and benefits which result from its 
rules. Accordingly, the Commission specifically invites com- 
ments on the costs to registrants and others of the adoption 
of the proposals published herein. 


Pursuant to Section 23(a)(2) of the Exchange Act, the 
Commission has considered the impact that these propos- 
als would have on competition and is not aware, at this time, 
of any burden that such rules, if adopted, would impose on 
competition not necessary or appropriate in furtherance of 
the purposes of the Act. However, the Commission specifi- 
cally invites comments as to the competitive impact of these 
proposals, if adopted. 


The Commission hereby proposes for comment (1) pro- 
posed amendments to Forms S-1 and S-11 pursuant to 
Sections 6, 7, 8, 10 and 19(a) of the Securities Act and (2) 
proposed amendments to Forms 10, 10-K, and 8-K and 
Schedule 14A pursuant to Sections 12, 13, 14, 15(d) and 
23(a) of the Exchange Act. 
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The Commission will endeavor to review the comments on 
these proposals, and take such actions as may appear 
necessary, to have the amended disclosure requirements in 
effect by early 1977. 


All interested persons are invited to submit their written 
views and comments on the foregoing proposals in triplicate 
to George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549 on or before 
December 15, 1976. Such communications should refer to 
File S7-658 and will be available for public inspection. The 
text of the proposed amendments is set forth below. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


November 2,1976 





' See, e.g., Securities Act Release Nos. 4274 (July 26, 
1972) (37 FR 16005), 5395 (June 1, 1973)(38 FR 17202), 
and 5728 (July 26, 1976)(41 FR 32539). 


2 See, for example, Form S-1, Item 20; Instruction 6; Form 
S-11, Item 24, Instruction 7; Form 10, Item 9, Instruction 3: 
Form 10-K, Item 15, Instructions 3 and 4; Schedule 14A, 
Item 7(f), Instructions 2 and 3. 


3 Securities Act Release No. 5411 (July 25, 1973)(38 FR 
22191). 


TEXT OF PROPOSED AMENDMENTS 


|. Item 16 of Form S-1, Item 19 of Form S-11 and Item 6 of 
Form 10 are proposed to be amended to read as follows: 


§239.11 Form S-1, registration statement under the Securi- 
ties Act of 1933. 


§239.18 Form S-11, for registration under the Securities Act 
of 1933 of securities of certain real estate companies. 


§249.210 Form 10, general form for registration of securities 
pursuant to Section 12(b) or (g) of the Securities Exchange 
Act of 1934. 


Directors and Executive Officers 


(a) List the names and ages of all directors of the registrant 
and all persons chosen to become directors; indicate all 
positions and officers with the registrant held by each such 
person, if such person is a member of any committee(s) of 
the registrant's Board of Directors, indicate such member- 
ship(s); state his term of office as director and the period 
during which he has served as such; indicate any director- 
ship held by each such person in any company with a class 
of securities registered pursuant to Section 12 of the Ex- 
change Act or subject to the requirements of Section 15(d) 
of that Act or any company registered as an investment 
company under the Investment Company Act of 1940; 
briefly describe any arrangement or understanding between 











him and any other person pursuant to which he was 
selected as a director. 


Instructions 


1. Do not include arrangements or understandings with 
directors or officers of the registrant acting solely in their 
capacities as such. 


2. If any person chosen to become a director has not 
consented to act as such, so state. 


(b) List the names and ages of all executive officers of the 
registrant and all persons chosen to become executive 
officers; indicate all positions and offices with the registrant 
held by each such person; state his term of office as officer 
and the period during which he has served as such and 
briefly describe any arrangement or understanding between 
him and any other person pursuant to which he was 
selected as an officer. 


Instructions 


1. Do not include arrangements or understandings with 
directors or officers of the registrant acting solely in their 
capacities as such. 


2. If any person chosen to become an executive officer has 
not consented to act as such, so state. 


3. The term “executive officer” means the president, secre- 
tary, treasurer, any vice president in charge of a principal 
business function (such as sales, administration or finance) 
and any other person who performs similar policy making 
functions for the registrant. 


(c) Where the registrant employs persons such as produc- 
tion managers, sales managers, or research scientists, who 
are not executive officers, but who make or are expected to 
make significant contributions to the business of the regis- 
trant, such persons should be identified and their back- 
ground disclosed to the same extent as in the case of 
executive officers. 


(d) State the nature of any family relationship between any 
director or executive officer or person named in answer to 
paragraph (c) and any other director or executive officer or 
person named in answer to paragraph (c). 


Instruction 


The term “family relationship” means any relationship by 
blood, marriage or adoption, not more remote than first 
cousin. 


(e) Give a brief account of the business experience during 
the past five years of each director and each executive 
officer and each person named in answer to paragraph (c), 
including his principal occupations and employment during 
that period and the name and principal business of any 
corporation or other organization in which such occupations 
and employment were carried on. Where an executive 
officer or person named in response to paragraph (c) has 
been employed by the registrant or a subsidiary of the 
registrant for less than five years, a brief explanation should 


be included as to the nature of the responsibilities under- 
taken by the individual in prior positions to provide adequate 
disclosure of his prior business experience. What is required 
is information relating to the level of this professional 
competence which may include, depending upon the cir- 
cumstances, such specific information as the size of the 
operation supervised. 


(f) Describe any of the following events which occurred 
during the past five years and which are material to an 
evaluation of the ability and integrity of any director or 
executive officer of the registrant: 


(1) A petition under the Bankruptcy Act or any state 
insolvency law was filed by or against, or a receiver, 
fiscal agent or similar officer was appointed by a court 
for the business or property of, such person, or any 
partnership in which he was a general partner at or 
within two years before the time of such filing, or any 
corporation or business association of which he was 
an executive officer at or within two years before the 
time of such filing; 


(2) Such person was convicted in a criminal proceed- 
ing (excluding traffic violations and other minor offen- 
ses) or is the subject of a criminal proceeding which is 
presently pending; 


(3) Such person was the subject of any order, judg- 
ment or decree, not subsequently reversed, sus- 
pended or vacated, of any court of competent jurisdic- 
tion permanently or temporarily enjoining him from, or 
otherwise limiting the following activities: 


(i) acting as an investment adviser, underwriter, 
broker or dealer in securities, or as an affiliated 
person, director or employee of any investment 
company, bank, savings and loan association or 
insurance company, or engaging in or continu- 
ing any conduct or practice in connection with 
such activity; 


(ii) engaging in any type of business practice; or 


(iii) engaging in any activity in connection with 
the purchase or sale of any security or in any 
violation of Federal or state securities laws. 


(4) Such person was the subject of any order, judg- 
ment or decree, not subsequently reversed, sus- 
pended or vacated, of any Federal or state authority 
barring, suspending or otherwise limiting for more 
than 60 days the right of such person to engage in 
any activity described in subparagraph (3), above, or 
to be associated with persons engaged in any such 
activity. 


(5) Such person was found by a court of competent 

jurisdiction in a civil action to have violated any 

Federal or state securities law, and the judgment in 

such civil action has not been subsequently reversed. 
Instruction 


If any event specified in this subparagraph (f)-has occurred 
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but information in regard thereto is omitted on the ground 
that it is not material, the registrant shall furnish the Com- 
mission, as supplemental information and not as part of this 
registration statement, a description of the event and a 
statement of the reasons for the omission of information in 
regard thereto. 


~* * & & 


ll. Item 12 of Form 10-K (§249.310) is proposed to be 
amended to read as follows: 


§249.310 Form 10-K annual report pursuant to Section 13 
or 15d of the Securities Exchange Act of 1934. 


+ ¢ 2 Vs. ¢ 


Item 12 Directors of the Registrant 


(a) List the name and age of each director of the registrant, 
the date on which his present term of office will expire and 
the nature of all other positions and offices with the regis- 
trant presently held by him; if such person is a member of 
any committee(s) of the registrant's Board of Directors, 
indicate such membership(s); also indicate any directorship 
held by such person in any company with a class of 
securities registered pursuant to Section 12 of the Ex- 
change Act or subject to the requirements of Section 15(d) 
of that Act or any company registered as an investment 
company under the Investment Company Act of 1940. The 
same information shall be provided with respect to each 
person chosen to become a director. 


i) * es 


(c) Describe any of the following events which occurred 
during the past five years and which are material to an 
evaluation of the ability and integrity of any director or 
executive officer of the registrant: 


m*** 
5% 


(3) Such person was the subject of any order, judg- 
ment or decree, not subsequently reversed, sus- 
pended or vacated, of any court of competent jurisdic- 
tion permanently or temporarily enjoining him from, or 
otherwise limiting the following activities: 


(i) acting as an investment adviser, underwriter, 
broker or dealer in securities, or as an affiliated 
person, director or employee of any investment 
company, bank, savings and loan association or 
insurance company, or engaging in or continu- 
ing any conduct or practice in connection with 
such activity; 


(ii) engaging in any type of business practice; or 
(iii) engaging in any activity in connection with 
the purchase or sale of any security or in any 
violation of Federal or state securities laws. 


(4) Such person was the subject of an order, judg- 


840/SEC DOCKET 


ment or decree, not subsequently reversed, sus- 
pended or vacated, of any Federal or state authority 
barring, suspending or otherwise limiting for more 
than 60 days the right of such person to engage in 
any activity described in subparagraph (3), above, or 
to be associated with persons engaged in any such 
activity. 


(5) Such person was found by a court of competent 
jurisdiction in a civil action to have violated any 
Federal or state securities law, and the judgment in 
such civil action has not been subsequently reversed. 


Instruction 


1. Instructions 2 and 3 to Item 8 shall also apply to this item. 


Ae a 


ee ie Sa he 


lll. Items 6 and 7 of Securities Exchange Act Schedule 14A 
(Section 240.14a-101) are proposed to be amended to read 
as follows: 


§240.14a-101 Schedule 14A. Information required in proxy 
statements 


) ee Te 


Item 6. Information Regarding Management 


(a) If action is to be taken with respect to the election of 
directors, furnish the following information in tabular form to 
the extent practicable. 


(1) With respect to each person nominated for election as a 
director and each other person whose term of office as a 
director will continue after the meeting: 


(i) Name each such person, state when his term of 
office or the term of office for which he is a nominee 
will expire, and all other positions and offices with the 
issuer presently held by him and indicate which per- 
sons are nominees for election as directors at that 
meeting; if any person named in answer to this item is 
a member of any committee(s) of the issuer's Board 
of Directors, indicate such membership(s). 


(ii) State the nature of any family relationship with any 
other person nominated for election as a director or 
whose term of office as a director wiil continue after 
the meeting, and with any executive officer of the 
issuer. 


(iii) State his present principal occupation or employ- 
ment and give the name and principal business of any 
corporation or other organization in which such em- 
ployment is carried on. Furnish similar information as 
to all of his principal occupations or employments 
during the last five years, unless he is now a director 
and was elected to his present term of office by a vote 
of security holders at a meeting for which proxies 
were solicited under this regulation. 











(iv) Indicate any directorship held in any company with 
a class of securities registered pursuant to Section 12 
of the Exchange Act or subject to the requirements of 
Section 15(d) of that Act or any company registered 
as an investment company under the Investment 
Company Act of 1940. 


(v) If he is or has been a director of the issuer state 
the period or periods during which he has served as 
such. 


(vi) State, as of the most recent practicable date, the 
approximate amount of each class of equity securities 
of the issuer or any of its parents or subsidiaries, 
other than directors’ qualifying shares, beneficially 
owned directly or indirectly by him. If he is not the 
beneficial owner of any such securities, make a 
statement to that effect. 


(vii) If more than ten percent of any class of securities 
of the issuer or any of its parents or subsidiaries are 
beneficially owned by him and his associates, state 
the approximate amount of each class of such securi- 
ties beneficially owned by such associates naming 
each associate whose holdings are substantial. 


Instruction 


The term “family reiationship” means any relationship, by 
blood, marriage or adoption, not more remote than first 
cousin. 


(2) With respect to each person nominated for election as 
director, each other person whose term of office as a 
director will continue after the meeting and each executive 
officer of the issuer, describe any of the following events 
which have occurred during the past five years and which 
are material to an evaluation of the ability and integrity of 
any such person: 


(i) A petition under the Bankruptcy Act or any state 
insolvency law was filed by or against, or a receiver, 
fiscal agent or similar officer was appointed by a court 
for business or property of, such person, or any 
partnership in which he was a general partner at or 
within two years before the time of such filing, or any 
corporation or business association of which he was 
an executive officer at or within two years before the 
time of such filing. 


(ii) Such person was convicted in a criminal proceed- 
ing (excluding traffic violations and other minor offen- 
ses) or is the subject of a criminal proceeding which is 
presently pending; 


(ii) Such person was the subject of any order, judg- 
ment or decree, not subsequently reversed, sus- 
pended or vacated, of any court of competent jurisdic- 
tion permanently or temporarily enjoining him from, or 
otherwise limiting the following activities: 


(a) acting as an investment adviser, underwriter, 
broker or dealer in securities, or as an affiliated 
person, director or employee of any investment 
company, bank, savings and loan association or 


insurance company, or engaging in or continu- 
ing any conduct or practice in connection with 
such activity; 


(b) Engaging in any type of business practice; 
or 


(c) engaging in any activity in connection with 
the purchase or sale of any security or in any 
violation of Federal or state security laws. 


(iv) Such person was the subject of any order, judg- 
ment or decree, not subsequently reversed, sus- 
pended or vacated, of any Federal or state authority 
barring, suspending or otherwise limiting for more 
than 60 days the right of such person to engage in 
any activity described in subparagraph (iii), above, or 
to be associated with persons engaged in any such 
activity. 


(v) Such person was found by a court of competent 
jurisdiction in a civil action to have violated any 
Federal or state securities law, and the judgment in 
such civil action has not been reversed. 


Instructions 


1. If any event specified in this subparagraph has occurred 
but information in regard thereto is omitted on the ground 
that it is not material, the issuer shall furnish the Commis- 
sion, as supplemental information at the time preliminary 
materials are filed pursuant to Rules 14a-6 or 14c-5, a 
description of the event and a statement of the reasons for 
the omission of information in regard thereto. 


2. The term “executive officer” means the president, secre- 
tary, treasurer, any vice president in charge of a principal 
business function (such as sales, administration or finance) 


and any other officer who performs similar policy making 
functions for the issuer. 


oS 2 Soo 


ltem 7 Remuneration and Other Transactions With 
Management and Others 


o.2 3-2 2 


(a) Furnish the following information in substantially the 
tabular form indicated below as to all direct remuneration 
paid by the registrant and its affiliates during the issuer's 
last fiscal year to the following persons for services in ail 
capacities: 

(1) 7 *e * 

(2) ® 2 2 

Instructions 

4: se * 

x 7-2 * 


mele 
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4. If any part of the remuneration shown in response to this 
item was paid pursuant to a material bonus or profit-sharing 
plan, briefly describe the plan and the basis upon which 
directors or officers participate therein. See Instruction 1 to 
paragraph (b) for the meaning of the term “pian.” 


*. 2 8; & 


(3) As to all unexercised options held as of the latest 
practicable date, regardiess of when such options were 
granted, state (i) the title and aggregate amount of securi- 
ties called for, and (ii) the average option price per share. 


Instructions 
yt? 
2. * 


3. (i) Where the total market value on the granting dates of 
the securities called for by all options granted during the 
period specified does not exceed $10,000 for any officer or 
director named in answer to paragraph (a)(1), or $40,000 for 
all officers and directors as a group, this item need not be 
answered with respect to options granted to such person or 
group. (ii) Where the total market value on the dates of 
purchase of all securities purchased through the exercise of 
options during the period specified does not exceed 
$10,000 for any such person or $40,000 for such group, this 
item need not be answered with respect to options exer- 
cised by such person or group. (iii) Where the total market 
value as of the latest practicable date of the securities called 
for by all options held at such time does not exceed $10,000 
for any such person or $40,000 for such group, this item 
need not be answered with respect to options held as of the 
specified date by such person or group. 


(5) If the options relate to more than one class of securities, 
the information shall be given separately for each such 
class. 


ae Se a 


(h) With respect to (i) any director, officer or affiliate of the 
issuer, (ii) any nominee for election as director, (iii) any 
security holder named in answer to Item 5(d), or (iv) any 
associate of the foregoing persons, describe briefly any 
material pending legal proceedings to which any of the 
above persons is, or during the issuer's prior fiscal year 
was, a party adverse to the issuer or any of its subsidiaries 
or has or had a material interest adverse to the issuer or 
any of its subsidiaries. Such description shall include the 
name of the court or agency in which the proceedings are 
pending, the date instituted, the principal parties thereto, a 
description of the factual basis alleged to underlie the 
proceeding and the relief sought. 


IV. Item 17 of Form S-1, Item 20 of Form S-11, Item 7 of 
Form 10 and Item 13 of Form 10-K are proposed to be 
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amended to read as follows: 


§239.11 Form S-1 registration statement under the 
Securities Act of 1933. 


§239.18 Form S-11, for registration under the Securi- 
ties Act of 1933 of securities of certain real estate 
companies. 


§249.210 Form 10, general form for registration of 
securities pursuant to Section 12(b) or (g) of the 
Securities Exchange Act of 1934. 


§249.310 Form 10-K, annual report pursuant to Sec- 
tion 13 or 15(d) of the Securities Exchange Act of 
1934. 


Se ob OSS 


Remuneration of Directors and Officers. 


(a) Furnish the following information in substantially the 
tabular form indicated below as to all direct remuneration 
paid by the registrant and its affiliates during the registrant's 
last fiscal year to the following persons for services in all 
capacities: 


A & 2 & & 


V. Item 12 of Form S-1, Item 16 of Form S-11, Item 10 of 
Form 10, Item 5 of Form 10-K and Item 3(a) of Form 8-K (or 
Item 1(a) of Part !l of Form 10-Q as proposed in Exchange 
Act Release No. 12619 (July 12, 1976) (41 FR 29783) (File 
S7-645)) are proposed to be amended to read as follows: 


§239.11 Form S-1, registration statement under the 
Securities Act of 1933. 


§239.18 Form S-11, for registration under the Securi- 
ties Act of 1933 of securities of certain real estate 
companies. 


§249.210 Form 10, general form for registration of 
securities pursuant to Section 12(b) or (g) of the 
Securities Exchange Act of 1934. 


§249.310 Form 10-K, annual report pursuant to Sec- 
tion 13 or 15(d) of the Securities Exchange Act of 
1934. 


§249.308 Form 8-K for current reports (or §249.308a 
Form 10-Q, for quarterly reports under Section 13 or 
15(d) of the Securities Exchange Act of 1934). 


Legal Proceedings 


Briefly describe any material pending legal proceedings, 
other than ordinary routine litigation incidental to the busi- 
ness to which the registrant or any of its subsidiaries is a 
party or of which any of their property is the subject. Include 
the name of the court or agency in which the proceedings 
are pending, the date instituted, the principal parties thereto, 

















a description of the factual basis alleged to underlie the 
proceeding and the relief sought. Include similar information 
as to any such proceedings known to be contemplated by 
government authorities. 


Instructions 


1. If the business ordinarily results in actions for negligence 
or other claims, no such action or claim need be described 
unless it departs from the normal kind of such actions. 


2. No information need be given with respect to any 
proceeding which involves primarily a claim for damages if 
the amount involved, exclusive of interest and costs, does 
not exceed 10 percent of the current assets of the registrant 
and its subsidiaries on a consolidated basis. However, if any 
proceeding presents in large degree the same issues as 
other proceedings pending or known to be contemplated, 
the amount involved in such other proceedings shall be 
included in computing such percentage. 


3. Notwithstanding Instructions 1 and 2, any material bank- 
ruptcy, receivership, or similar proceeding with respect to 
the registrant or any of its significant subsidiaries shall be 
described. Any material proceeding to which any director, 
officer or affiliate of the registrant, any owner of record or 
beneficially of more than 10 percent of any class of voting 
securities of the registrant, or any associate of any such 
director, officer or security holder is a party adverse to the 
registrant or any of its subsidiaries or has a material interest 
adverse to the registrant or any of its subsidiaries, also shall 
be described. 


4. Notwithstanding the foregoing, administrative or judicial 
proceedings arising under any Federal, state or local provi- 
sions which have been enacted or adopted regulating the 
discharge of materials into the environment or otherwise 
relating to the protection of the environment shall not be 
deemed “ordinary routine litigation incidental to the busi- 
ness” and shall be described if such proceeding is material 
to the business or financial condition of the registrant or if it 
involves primarily a claim for damages and the amount 
involved, exclusive of interest and costs, exceeds 10 per- 
cent of the current assets of the registrant and its subsidi- 
aries on a consolidated basis. Any such proceedings by 
governmental authorities shall be deemed material and shall 
be described whether or not the amount of any claim for 
damages involved exceeds 10 percent of current assets on 
a consolidated basis and whether or not such proceedings 
are considered “ordinary routine litigation incidental to the 
business”; provided however, that such proceedings which 
are similar in nature may be grouped and described generi- 
cally, stating: the number of such proceedings; the issues 
generally involved; and, if such proceedings in the aggre- 
gate are material to the business or financial condition of the 
registrant, the effect of such proceedings on the business or 
financial condition of the registrant. 


(Secs. 6, 7, 8 10, 19(a), 48 Stat. 78, 79, 81, 85; secs. 12, 
13, 14, 15(d), 23(a), 48 Stat. 892, 894, 895, 901; secs. 205, 
209, 48 Stat. 906, 908; sec. 203(a), 49 Stat. 704; secs. 1, 3, 
8, 49 Stat. 1375, 1377, 1379; sec. 301, 54 Stat. 857; secs. 
8, 202, 68 Stat. 685, 686; secs. 3, 4, 5, 6, 78 Stat. 565-568, 
569,' 570-574; sec. 1, 79 Stat. 1051; secs. 1, 2, 3, 82 Stat. 
454, 455; secs. 1, 2, 3-5, 28(c), 84 Stat. 1435, 1497; sec. 


105(b), 88 Stat. 1503; secs. 8, 9, 10, 11, 18, 89 Stat. 117, 
118, 119, 121, 155; 15 U.S.C. 77f, 77g, 77h, 77j, 77s(a), 
781, 78m, 78n, 780(d), 78w(a)). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12278A/November 2, 1976 


Administrative Proceeding File No. 3-4519 
In the Matter of 
MICHAEL BATTERMAN 


AMENDED FINDINGS AND ORDER ACCEPTING OFFER 
OF SETTLEMENT AND IMPOSING REMEDIAL SANC- 
TIONS 


The offer of settlement submitted by Michael Batterman that 
was Accepted by the Commission and referred to in the 
Findings and Order Accepting Offer Of Settlement and 
Imposing Remedial Sanctions, Securities Exchange Act 
Release No. 12278, March 29, 1976 (‘Findings and Order”) 
consented to the entry of an order by the Commission 
providing, in part, that respondent Michael Batterman shall 
be barred from association with “any registered broker- 
dealer, registered investment company and/or registered 
investment adviser.” In the pertinent sections of the Find- 
ings and Order, the word “registered” was omitted. 


Accordingly, the Findings and Order are amended, as 
follows: 


Page 11, 5th full line should read: 


“from association with any registered broker- 
dealer, investment company,” 


Page 12, 17th line should read: 


“and hereby is, barred from association with 
any registered broker,” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12929/October 29, 1976 


The SEC has issued orders, pursuant to Section 12(d) of 
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the Securities Exchange Act of 1934, granting the applica- 
tion of Minnesota Gas Company to list its common stock, $1 
par value, on the New York Stock Exchange, Inc., effective 
as of October 15, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12936/October 29, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE AMERICAN STOCK EXCHANGE File No. SR-Amex- 
76-25 


The American Stock Exchange, Inc. submitted on October 
21, 1976 a proposed rule change under Rule 19b-4 to 
permit specialists to disclose in certain situations the names 
of buyers and sellers in transactions executed in their 
specialist securities. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 1, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-Amex-76-25. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12937/October 29, 1976 


In the Matter of 
The Options Clearing Corporation 


6150 Sears Towers 
Chicago, Illinois 60606 
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(File No. SR-OCC-76-8) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE OPTIONS CLEARING CORPORATION TO CLAR- 
IFY RULE 803(c) AND RELATED MATTERS RESPECT- 
ING THE ASSIGNMENT OF EXERCISE NOTICES BY THE 
OPTIONS CLEARING CORPORATION 


On October 8, 1976, the Options Clearing Corporation 
(‘OCC’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the “Act’), a proposed 
rule change to clarify Rules 611 and 803(c), as well as 
Article VI, Section 8 of the OCC By-Laws and a related 
policy statement concerning the assignment of exercise 
notices by OCC. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the proposed rule change was published in the 
Federal Register (41 Fed. Reg.47296, October 28, 1976), 
and the public was invited to submit comments until Novem- 
ber 11, 1976. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act Re- 
lease No. 34-12913, October 21, 1976. 


The Commission has reviewed the OCC submission and 
finds that the proposed rule change is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. The 
Commission finds good cause to approve the proposed rule 
change immediately in order to enable OCC to provide for 
prompt disclosure of the rule change in the OCC prospec- 
tus, scheduled to become effective on or before October 31, 
1976. The Commission finds also that immediate implemen- 
tation of the proposed rule change is necessary for the 
protection of investors, the maintenance of fair and orderly 
markets, and the safeguarding of securities and funds. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change contained 
in File No. SR-OCC-76-8 be, and hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12938/October 29, 1976 


In the Matter of 

MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 

Chicago, Illinois 60603 

(File No. SR-MSTC-76-10) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 








THE MIDWEST SECURITIES TRUST COMPANY PRO- 
VIDING FOR THE ESTABLISHMENT OF A CUSTODIAL 
ARRANGEMENT WITH BRADFORD TRUST COMPANY 


On July 14, 1976, the Midwest Securities Trust Company 
(‘MSTC”) submitted a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934 (the 
“Act’), establishing a custodial arrangement with Bradford 
Trust Company (‘Bradford’) in New York City, for the 
purpose of holding, transferring and safequarding securities 
on behalf of MSTC. In connection with the proposed rule 
change, MSTC requested that the Commission continue its 
previous finding pursuant to paragraph (g) of Rules 8c-1 
and 15c2-1 under the Act that the agreements, provisions 
and safequards established by MSTC are adequate for the 
protection of investors. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule change was published in the Federal 
Register (41 Fed. Reg. 36095, August 26, 1976). Notice of 
the filing and an invitation for comments also appeared in 
Securities Exchange Act Release No. 34-12707, August 16, 
1976. No letters of comment were received. 


In connection with its review of the submission, the Com- 
mission requested representations from MSTC concerning 
its custodial arrangement with Bradford. The representa- 
tions were made in a letter from MSTC dated October 22, 
1976 which was incorporated in the MSTC submission and 
included in the public file. 


The Commission has reviewed the MSTC submission and 
finds that the agreements, provisions and safeguards estab- 
lished by MSTC are adequate for the protection of investors. 
The Commission finds also that the proposed rule change is 
consistent with requirements of the Act and the rules and 
regulations thereunder applicable to registered clearing 
agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change contained 
in File No. SR-MSTC-76-10 be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12939/November 1, 1976 


Admin. Proc. File No. 3-5081 
In the Matter of 


THE UNION BANK OF SWITZERLAND 
File No. 81-229 


ORDER DENYING APPLICATION PURSUANT TO SEC- 


TION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued an 
order denying the application of Mr. Eric G. Kaufman, a 
resident of New York, New York, pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, as amended (the 
“1934 Act’), to exempt from the requirements of Section 
12(g) and 13 of the 1934 Act securities issued by the Union 
Bank, of Switzerland (the “Union Bank’), a Swiss corpora- 
tion. 


It appeared to the Commission that the granting of the 
requested exemption was not necessary since the facts of 
record indicated the Union Bank presently was exempt from 
the provisions of Section 12(g) and 13 of the 1934 Act by 
virtue of Rule 12g3-2(b) under Section 12(g)(3) of that Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12940/November 2, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’) the single ten day suspension of 
exchange and over-the-counter trading for the period 
commencing at 10:00 a.m. (EST) on November 2, 1976 and 
terminating at midnight (EST) on November 11, 1976 of the 
securities of Richford Industries, Inc. (“Richford’), a Dela- 
ware corporation with principal executive offices located at 
6250 N.W. 35th Avenue, Miami, Florida 33147. 


The Commission ordered the suspension of trading at the 
request of the company because of the continuing lack of 
adequate and accurate public information about Richford’s 
financial condition. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D.C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he was familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 


if any person adversely affected by such suspension or who 
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would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, such 
person may petition the Commission that it not renew the 
suspension. Such petition should be filed with the Commis- 
sion in accordance with the procedure set forth in Securities 
Exchange Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-12941/November 2, 1976 


Public administration proceedings have been ordered under 
the Securities Exchange Act of 1934 against Dudley Diggs 
Morgan, a Tulsa, Oklahoma, stockbroker. The Commis- 
sion’s order is based upon staff allegations that Morgan was 
convicted of twelve counts of mail fraud and two counts of 
securities fraud. A hearing will be scheduled to take evi- 
dence on the staff's allegations and to afford the respondent 
an opportunity to offer any defenses. The purpose of the 
hearing is to determine whether the allegations are true and 
if any action of a remedial nature should be ordered by the 
Commission. (Release 34- ) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12942/November 2, 1976 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Act 
of 1933 and the Securities Exchange Act of 1934 against 
Ted A. England, Las Vegas, Nevada; Gerard F. Lewis, 
Rancho Santa Fe, California; John F. McCarthy, LaJolla, 
California; Roger H. Quast, Reno, Nevada; Herbert Segal- 
off, Los Alamitos, California; Richard E. Shores and David 
E. Lobato, Salt Lake City, Utah; Jeffrey M. Greenberg, New 
York City; Abraham D. Pardes, Lauder Hill, Florida; and 
Contemporary Securities Corporation, a registered broker- 
dealer located in New York City 


The proceedings against Contemporary Securities Corpora- 
tion, Gerard F. Lewis, John F. McCarthy, Roger Quast, and 
Ted England are based upon allegations that they willfully 
violated the registration provisions of the Securities Act by 
illegally distributing unregistered shares of the common 
stock of Royal Airlines, Inc. in late 1972 and early 1973. In 
addition, Ted England is alleged to have willfully violated the 
registration and antifraud provisions of the Securities Act 
and the Securities Exchange Act by illegally distributing 
unregistered shares and making false representations con- 
cerning the common stock of World Wholesale, Inc. (later 
Santa Fe Petroleum, Inc.) in late 1972 and early 1973. 


Gerard F. Lewis,-John F. McCarthy, Roger Quast, Ted 
England, Herbert Segaloff, Richard E. Shores, David E. 
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Lobato, and Contemporary Securities Corporation are al- 
leged to have willfully violated the antifraud provisions of the 
Securities Act and Securities Exchange Act in the offer and 
sale of Royal Airline, Inc. shares to the public through a 
planned manipulative scheme and by false representations. 
There are further allegations that Contemporary Securities 
Corporation willfully violated and Jeffrey M. Greenberg and 
Abraham D. Pardes aided and abetted violations of the 
Securities Exchange Act of 1934 and rules thereunder by 
failing to file amended financial reports with the Commission 
for the calendar years 1972, 1973, 1974, and 1975 and for 
failing to amend its broker-dealer registration with the Com- 
mission. 


Contemporary Securities Corporation is alleged to have 
willfully violated Rule 10b-6 by distributing Royal Airline, Inc. 
common stock at the same time it was entering bids in the 
National Daily Quotation Service for that security. 


Jeffrey M. Greenberg and Abraham D. Pardes are alleged 
to have failed to reasonably supervise Gerard F. Lewis, 
John F. McCarthy, and Roger H. Quast at the San Diego 
Office of Contemporary Securities Corporation. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's charges and afford the respondents an 
opportunity to offer any defenses thereto, for the purposes 
of determining whether the allegations are true, and, if so, 
whether any action of remedial nature is necessary or 
appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12943/November 2, 1976 


Admin. Pro. File No. 3-4725 


COSSE’ INTERNATIONAL SECURITIES, INC. 
739 Logan Building 
Seattle, Washington 98101 


CHARLES B. COSSE’ 
3402 East Shore Drive 
Seattle, Washington 98112 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Cosse’ International Securities, Inc. (‘“regis- 
trant’), a registered broker-dealer, and Charles B. Cosse’, 
president of registrant, have submitted an offer of settle- 
ment, without admitting or denying the allegations in the 
order for proceedings, which the Commission has deter- 
mined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that registrant and Cosse’ wilfully 
violated and wilfully aided and abetted violations of Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934, and 
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Rule 10b-5 thereunder, and that it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that: 


(1) Cosse’ International Securities, Inc. be, and here- 
by is, censured, and 


(2) Effective at the opening of business on the second 
Monday after the date of this order Charles B. Cosse’ 
be, and hereby is, suspended from association with 
any broker-dealer or investment adviser for a period 
of 90 days, provided, however, that after the expira- 
tion of the first 60 days of the suspension he may 
become so associated in a supervised, non-supervi- 
sory capacity with Cosse’ International Securities, Inc. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12944/November 2, 1976 


Admin. Proc. File No. 3-4978 
In The Matter of 

BEN B. REUBEN 

899 Lincoln Avenue 

St. Paul, Minnesota 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violation of Rules of Fair Practice 


Where president of member firm of registered securities 
association attempted to negotiate for a customer a check 
issued by president's former employer to which president 
knew or should have known his customer was not entitled, 
association's finding of violation sustained, and sanctions 
affirmed. 


Actual Harm 
Ethical Proceedings 
Disciplinary proceedings conducted by the securities indus- 


try's self-regulatory bodies under the “high standards of 
commercial honor and just and equitable principles of trade” 


standard are ethical in character. Hence the fact that a 
violation of that standard did not result in actual harm is of 
little, if any, mitigative moment. 


APPEARANCES: 


Ronald R. Fletcher, of Larkin, Hoffman, Daly & Lindgren, 
Ltd., for applicant. 


Lloyd J. Derrickson and Joseph G. Riemer, for the National 
Association of Securities Dealers, Inc. 


Review proceedings with respect to a decision dated Febru- 
ary 6, 1976, by the Board of Governors of the Nationai 
Association of Securities Dealers, Inc. Oral argument was 
heard on September 28, 1976. 


Ben B. Reuben appeals from disciplinary action taken 
against him by the National Association of Securities Deal- 
ers, Inc. (“NASD”). The NASD found, among other things, 
that Reuben deliberately attempted to negotiate a check on 
behalf of a client when he knew or should have known that 
the client was not entitled to the check. In light of that 
finding, the NASD’s Board of Governors increased the 
sanctions imposed by the Association's District Committee 
from censure and a three-day suspension from association 
with any NASD member, to censure, a 30-day suspension 
and a $2,500 fine.' 


The facts pertinent to the NASD's finding of violation are as 
follows. 


From December 1969 through about March 1973, Reuben 
was associated with the Minneapolis broker-dealer firm of 
John G. Kinnard and Company, Incorporated. In August 
1971, he opened an account at Kinnard for a close 
personal friend, Dr. S, who shortly thereafter moved abroad 
leaving Reuben to handle his account. Reuben testified that 
he was handling roughly $7,000 for Dr. S. And the transac- 
tions in the account averaged about $1,650. 


In October 1972, Reuben, who by then was a registered 
principal of Kinnard, caused the firm to issue a check to Dr. 
S. for $6,238.49 in payment for securities sold for his 
account. The check issued on October 27. On October 30, 
for reasons which are not entirely clear, Kinnard put a stop 
payment order on the check and issued a duplicate check. 
As he was authorized to do, Reuben cashed the duplicate 
check and deposited the proceeds in his personal account 
to be used for Dr. S’s benefit. The stop payment order on 
the first check and the issuance of the duplicate check were 
reflected on Dr. S’s monthly statement, a copy of which was 
given to Reuben. 


In March 1973, Reuben organized his own broker-dealer 
firm and became its president. In early 1974, the original 
check mysteriously reappeared in the possession of Dr. S, 
who asked Reuben what he should do with it. On April 12, 
1974, without making inquiry of Kinnard and without bother- 
ing to look at his own records, Reuben deposited the check 
in his personal account. However, the check failed to clear. 
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At the NASD hearings, Reuben testified as follows: 


“| recalled something in the past. . ., the chances are 
[Dr. S] wasn't entitled to this check, and we discussed 
what to do with it. Eventually, we decided to deposit it 
with the idea being that if it did clear it was a good 
check to which we were entitled, and if it didn’t clear 
he wouldn't be entitled to it. So | did deposit that 
check in my account with that in mind.... In all 
honesty, | thought chances of the check clearing were 
not great. . . . | had a recollection that there had been, 
as there was now, some mix-up. | did not go back to 
check it out that it actually was an invalid check.” 


When asked why he didn’t first make inquiry of Kinnard’s 
president before trying to cash the check, Reuben replied 
that he and the president “didn’t have a good relationship.” 
However, the claimed coolness did not prevent Reuben’s 
new firm from conducting business with Kinnard on a daily 
basis. 


Reuben concedes that he “may have acted imprudently.” 
He contends, however, that the NASD erred in finding his 
conduct incompatible with “high standards of commercial 
honor and just and equitable principles of trade.”2 We 
disagree. 


Reuben knew that his client was probably not entitled to the 
$6,000 check, an amount that was very large when viewed 
in relation to the size of the client's account. Yet, without 
any effort to discover the truth of the matter, he took action 
which could have resulted in a substantial loss to Kinnard. 
In these circumstances, we do not see how Reuben’s 
conduct can possibly be squared with the ethical standards 
that the Association's members and their associated per- 
sons must meet.? 


Reuben contends that he has been denied due process. He 
asserts that the normal burden of proof was reversed by 
requiring him to disprove the NASD’s allegations. He also 
argues that the Board of Governors improperly increased 
the sanctions imposed on him by the District Committee, 
noting that the Board made no additional findings and did 
not summon him to appear as a witness so that it could 
observe his demeanor. 


These arguments are without substance. There is ample 
evidence to sustain the NASD's findings against Reuben 
with respect to the Kinnard check, including Reuben’s own 
freely-given admissions at the District Committee hearing 
where he was represented by counsel. The NASD’s Board 
of Governors is empowered to make a de novo review of 
District Committee findings and to increase the sanctions 
which a District Committee imposes.* Reuben was notified 
of the Board hearing. His attorney attended it. And had 
Reuben so desired, he could have appeared there in 
person. 


IV. 
Reuben argues that the sanctions imposed by the NASD 
are too harsh. He asserts, among other things, that he 
would suffer economic hardship exceeding any economic 
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benefit he would have gained from his alleged impropriety, 
that he has no prior history of misconduct, and that no one 
was injured by his actions. 


We cannot brand the sanctions imposed excessive or 
oppressive.® Reuben had no rational basis for believing that 
his client was entitled to the proceeds of the check in 
question. Hence his misconduct was serious. The sanc- 
tions, on the other hand, are quite mild. To soften them 
would be to condone sharp practices that have no proper 
place in the securities business.” 


An appropriate order will issue. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





1 Reuben was also assessed with costs in the sum of 
$275.50. 


2 Article Ill, Section 1 of the NASD’s Rules of Fair Practice. 


3 The NASD also found that Reuben further violated its rules 
by exercising discretionary authority with respect to Dr. S's 
account without Kinnard’s consent. The record is unclear as 
to whether Reuben actually exercised such authority. But 
we need not reach that issue. The NASD’s chief concern 
was the check. And Reuben’s misconduct with respect to it 
warrants the sanctions imposed on him. 


4 See Remmele & Co., Securities Exchange Act Release 
No. 10624 (January 31, 1974), 3 SEC Docket 456, 457-458; 
Sumner B. Cotzin, Securities Exchange Act Release No. 
10850 (June 12, 1974), 4 SEC Docket 420, 424 n. 19; 
Winston H. Kinderdick, Securities Exchange Act Release 
No. 12818 (September 21, 1976), 10 SEC Docket 519, 521 
n. 2. 


5 His brief states that he was hospitalized at the time. But he 
did not ask for a postponement. And there is no requirement 
that the Board summon a respondent to appear so that it 
may observe his demeanor. 


6 That is so even though we have not reached one of the 
NASD’s findings of violation. As previously noted, that 
finding was peripheral. See n. 3, supra. 


7 The absence of actual harm is of little, if any, mitigative 
moment. This is not a civil action to collect money damages. 
It is an ethical proceeding. Hence our concern is with the 
ethical implications of the applicant's conduct. Those impli- 
cations can be serious ever) where, as here, no legally 
cognizable wrong was inflicted. 
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Release No. 12944/November 2, 1976 
Admin. Proc. File No. 3-4978 

In the Matter of 

BEN R. REUBEN 

899 Lincoln Avenue 

St. Paul Minnesota 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


ORDER AFFIRMING DISCIPLINARY ACTION TAKEN BY 
REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission's opinion issued this day. 

IT IS ORDERED that the sanctions imposed and the costs 
assessed by the NASD against Ben B. Reuben be, and they 
hereby are, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12946/November 2, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5758/November 2, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12947/November 2, 1976 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY (File 
No. SR-DTC-76-11) 


The Depository Trust Company submitted, on October 22, 
1976, a rule change pursuant to Section 19(b)(3) of the 
Securities Exchange Act of 1934 and Rule 19b-4 thereun- 
der. The rule change establishes fees to cover the costs of 
processing late morning deposits and fees for book-entry 
underwriting distributions of equity and debt issues. 


The foregoing rule change has become effective pursuant to 
Section 19(b)(3) of the Securities Exchange Act of 1934. At 


any time within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate the rule 
change if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 8, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-DTC-76-11. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspection 
at the Securities and Exchange Commission's Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D.C. Copies 
of the filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12948/November 2, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE OPTIONS CLEARING CORPORATION (File No. SR- 
OCC-76-9) 


The Options Clearing Corporation (“OCC”) submitted on 
October 7, 1976 a proposed rule change pursuant to Rule 
19b-4 under the Act, amending the Participant Exchange 
Agreement to permit participating exchanges to select cer- 
tain securities traded primarily in the over-the-counter mar- 
ket as underlying securities for options issued by OCC. 
OCC proposes also to amend Article |, Section 1(ggq), of its 
By-Laws and Rule 602(d) to make them consistent with the 
Participant Exchange Agreement as proposed to be 
amended. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 8, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-OCC-76-9. 
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Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspection 
at the Securities and Exchange Commission's Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D.C. Copies 
of the filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12949/November 3, 1976 


In the Matter of 


Municipal Securities Rulemaking Board 
Suite 507 

1150 Connecticut Avenue, N.W. 
Washington, D.C. 20036 


File Nos. SR-MSRB-76-3 
SR-MSRB-76-5 
SR-MSRB-76-6 
SR-MSRB-76-7 


ORDER APPROVING PROPOSED RULE CHANGES 


The Municipal Securities Rulemaking Board (the “MSRB”) 
has filed with the Commission, pursuant to Section 19(b) of 
the Securities Exchange Act of 1934 (the “‘Act’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of proposed rule changes: (i) 
to establish standards of operational capability and profes- 
sional competence for municipal securities brokers and 
municipal securities dealers and individuals associated with 
such firms;’ (ii) to require that information concerning such 
individuals’ education, business background, and discipli- 
nary history be collected and maintained;? (iii) to amend the 
description of activities engaged in by separately identifiable 
departments or divisions of banks;3 and (iv) to includes, as 
municipal securities activities, financial advisory and con- 
sultant services for issuers in connection with the issuance 
of municipal securities .4 


The Commission finds that the proposed rule changes, as 
amended, are consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to the 
MSRB, and in particular, the requirements of Section 15B 
and the rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed rule 
changes, as amended, be and hereby are, approved. 


By the Commission. 
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George A. Fitzsimmons 
Secretary 





1 Notice of the proposed rule changes contained in SR- 
MSRB-76-3 (filed on March 3, 1976) together with the terms 
of substance thereof was given by publication of Securities 
Exchange Act Release No. 12177 (March 8, 1976) (41 FR 
10686 (1976)). On July 15, 1976, the MSRB made certain 
technical amendments. On July 20, 1976, the Commission 
approved proposed Rule G-6, concerning fidelity bonding 
requirements which was part of SR-MSRB-76-3. Securities 
Exchange Act Release No. 12644 (July 20, 1976) (41 FR 
32803 (1976)). On September 9, 1976, the MSRB filed 
substantive amendments to certain of the remaining pro- 
posed rule changes notice of which was given together with 
the terms of substance thereof by publication of Securities 
Exchange Act Release No. 12794 (September 9, 1976) (41 
FR 41171 (1976)). 


Rule G-3 classifies certain persons associated with munici- 
pal securities brokers and municipal securities dealers var- 
iously as municipal securities representatives, municipal 
securities principals and financial and operations principals. 
The MSRB has advised that it intends to consider develop- 
ing separate or supplemental classifications and qualifica- 
tion examinations for persons, currently classified solely as 
municipal securities representatives or municipal securities 
principals, who supervise the “back-office” functions of bank 
municipal securities dealers or who provide financial advi- 
sory and consultant services to issuers in connection with 
the issuance of municipal securities. 


2 Notice of the proposed rule changes contained in SR- 
MSRB-76-5 (May 19, 1976) together with the terms of 
substance thereof was given by publication of Securities 
Exchange Act Release No. 12469 (May 20, 1976) (41 FR 
22650 (1976)). On September 9, 1976, the MSRB filed 
certain technical changes. On October 29, 1976, the MSRB 
filed an additional technical amendment. 


Securities Exchange Act Rule 17a-3(a)(12) also requires the 
maintenance by brokers and dealers of information con- 
cerning employees, including information not required by 
Rule G-7 for the types of employees who would be covered 
by Rule G-7 as well as for certain additional types of 
employees. Brokers and dealers generally comply with Rule 
17a-3(a)(12) and with similar requirements of state securi- 
ties laws by obtaining a Form U-4 for each covered em- 
ployee. The MSRB has indicated that a completed Form U- 


4 would satisfy the requirements of paragraph (c) of Rule G- 
7 


3 Notice of the proposed rule changes contained in SR- 
MSRB-76-6 (July 15, 1976) together with the terms of 
substance of the proposed rule changes was given by 
publication of Securities Exchange Act Release No. 12657 
(July 26, 1976) (41 FR 32803 (1976)). 


4 Notice of the proposed rules contained in SR-MSRB-76-7 
(July 15, 1976) together with the terms of substance of the 
proposed changes was given by publication of Securities 
Exchange Act Release No. 12658 (July 26, 1976) (41 FR 
32804 (1976)). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12950/November 3, 1976 


Admin. Proc. File No. 3-4685 

In the Matter of 

DEWEY, JOHNSON & GEORGE, INC. 
145 West 58th Street 

New York, New York 

DISMISSAL ORDER 


On motion of the Commission's Division of Enforcement, it 
is 


ORDERED that these proceedings be, and they hereby are, 
dismissed with respect to Dewey, Johnson & George, Inc. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12951/November 3, 1976 


In the Matter of 


INSTITUTIONAL SECURITIES OF COLORADO, INC. (8 
16443) 

ABRAHAM GOLDBERG 

LLOYD J. HARTY, JR. 

STANLEY RICHARDS 

UNITED SECURITIES CORPORATION 

JAMES KENT KINNIBURGH 

WILLIAM C. ARMOR, JR. 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 against Institutional Securities of Colo- 
rado, Inc., a registered broker-dealer located in Denver, 
Colorado, Abraham Goldberg of Denver, Colorado, its presi- 
dent, and Lloyd J. Harty, Jr. and Stanley Richards, both 
associated with that firm as registered representatives. 


Also named in the Commission's order are United Securities 
Corporation, a registered broker-dealer formerly located in 
Casper, Wyoming, James Kent Kinniburgh of Casper, Wyo- 
ming, a principal of that firm, and William C. Armor, Jr., also 
of Casper, Wyoming who was formerly associated with that 
firm as a registered representative. 


The proceedings against the respondents are based upon 
allegations that all respondents wilfully violated Sections 5 


and 17(a) of the Securities Act of 1933, as amended, and 
Section 10(b) of the Securities Exchange Act of 1934, as 
amended, and Rule 10b-5 thereunder in connection with 
the distribution of common stock of Chemex Corporation, a 
Wyoming corporation, pursuant to Regulation A under the 
Securities Act of 1933. James Kent Kinniburgh is also 
charged with reasonably failing to supervise a registered 
representative with a view to preventing violations of those 
statutes and rules. 


The hearing will be scheduled by further order to take 
evidence on the staff's charges and to afford the respond- 
ents an opportunity to offer any defenses thereto, for the 
purpose of determining whether the allegations are true 
and, if so, whether any action of a remedial matter is 
necessary or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12952/November 3, 1976 


A notice has been issued giving interested persons until 
November 12 to request a hearing on applications of the 
following stock exchanges for unlisted privileges in the 
common stock of the specified companies: 


Midwest Stock Exchange, Inc.—Houston Oil & Min- 
erals Corp. and Mobil Corporation 


Pacific Stock Exchange, Inc.—Mobil Corporation 


Philadelphia Stock Exchange, Inc.—Mobil Corpora- 
tion; Richmond Corporation; and Rucker Company 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12953/November 3, 1976 


An order has been issued granting the application of the 
Philadelphia Stock Exchange, Inc. for unlisted trading privi- 
leges in the securities of Giddings & Lewis, Inc. and Mid- 
Continent Telephone Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12954/November 3, 1976 


NOTICE OF EXTENSION OF TIME FOR THE CONCLU- 
SION OF PROCEEDINGS IN APPLICATION OF NA- 
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TIONAL SECURITIES CLEARING CORPORATION FOR 
REGISTRATION AS A CLEARING AGENCY; PROPOSED 
CONDITIONS FOR APPROVAL; AND REQUEST FOR 
COMMENTS. 


The Securities and Exchange Commission today an- 
nounced that it is considering approving, subject to four 
proposed conditions, the application of National Securities 
Clearing Corporation (“NSCC’”) for registration as a clearing 
agency; it is requesting public comment on the proposed 
conditions by November 19, 1976; and, in order to obtain 
and review comment on the proposed conditions, it is 
extending to November 29, 1976, the time for concluding 
proceedings in connection with the application. 


INTRODUCTION AND BACKGROUND 


On March 29, 1976, NSCC filed with the Commission an 
application for registration as a clearing agency which 
contemplated, among other things, the performance by 
NSCC of the clearing and settlement operations currently 
performed by the American Stock Exchange Clearing Cor- 
poration (““ASECC’), the National Clearing Corporation 
(“NCC”) and Stock Clearing Corporation (“SCC”). On May 
28, 1976, the Commission instituted proceedings pursuant 
to subsection 17A(b) and subparagraph 19(a)(1)(B) of the 
Act to determine whether to grant or deny the application; 
as part of the proceedings, the Commission held oral 
hearings on June 16-18, 1976.1 


The Commission currently is considering approving the 
NSCC application, subject to the following conditions to be 
satisfied by NSCC before it may begin operating, as a single 
integrated system, the clearing and settlement systems 
currently operated by ASECC, NCC and SCC: 


(i) That NSCC establish full interfaces with each of the 
Midwest Clearing Corporation (“MCC”); Pacific Clear- 
ing Corporation (“PCC”); and Stock Clearing Corpo- 
ration of Philadelphia (“SCCP”) and appropriate links 
with Boston Stock Exchange Ciearing Corporation 
(‘BSECC’) and TAD Depository Corporation 
(“TADDC’”) and offer to operate each interface and 
link under agreements which would provide that the 
parties to the interface or link would not charge each 
other for interface movements or charge their partici- 
pants either an interface fee or any fee which would 
operate as an interface fee; 


(ii) That NSCC provide, at cost, efficient facilities, and 
cooperate with broker-dealers and other registered 
clearing agencies in the development of alternative 
means, through which broker-dealers which do not 
maintain offices in New York City may, either directly 
or through an agent, compare transactions compared 
by NSCC; 


(iii) That the existing NCC branch facilities be oper- 
ated by NSCC and provide, at a minimum, the same 
level of service proposed to be provided through the 
facilities to NSCC participants to participants in any 
other registered clearing agency which agrees to use 
any of the facilities and to defray a portion of any such 
facility's operating costs equal to the clearing corpora- 
tion’s proportionate use of the facility; and 
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(iv) That NSCC furnish free of charge computer 
programs for the performance of trade comparison for 
over-the-counter (“OTC”) transactions to any regis- 
tered clearing agency which intends to use the pro- 
grams to compare OTC transactions between its 
participants and that NSCC make arrangements for 
any other registered clearing agency which is willing 
to do so to compare all OTC transactions between 
participants in different registered clearing agencies, 
free of charge to registered clearing agencies, or, if no 
other registered clearing agency is willing to do so, 
NSCC compare all such transactions free of charge to 
registered clearing agencies. 


In the view of the Commission, establishment of a national 
system for the clearance and settlement of transactions in 
securities contemplated by the Act requires that broker- 
dealers located in New York City and elsewhere throughout 
the country have access, at a reasonable cost, to entities 
which are able to offer one account comparison, clearing 
and settlement. The Commission believes that approval of 
NSCC’s application subject to the foregoing conditions 
would be a significant step toward the achievement of this 
objective at an early date. 


Establishment of NSCC subject to the conditions listed 
above should lead to the achievement of significant proc- 
essing efficiencies, such as one account comparison, clear- 
ing and settlement, and should enhance existing and poten- 
tial competition among broker-dealers and registered clear- 
ing agencies. By placing the efficiencies NSCC promises 
within the reach of a large segment of the broker-dealer 
universe, NSCC’s operation should remedy many of the 
processing ills which in the past have disadvantaged broker- 
dealers located outside New York City. Also, by facilitating 
the comparison of trades at NSCC by broker-dealers lo- 
cated outside New York City and by making possible the 
transmission, without an interface charge, of trades com- 
pared by NSCC to other registered clearing corporations, 
the foregoing conditions sever NSCC’s clearing and settle- 
ment operation from the markets for which NSCC performs 
comparison and establish an environment in which competi- 
tion among registered clearing corporations can occur. 


THE SECURITIES ACTS AMENDMENTS OF 1975 (the 
“1975 Amendments”) 2 


As expanded by the 1975 Amendments, one of the pur- 
poses of the Securities Exchange Act of 1934 (the “Act’’) is 
“... to remove impediments to and perfect the mechanisms 
of ... anational system for the clearance and settlement of 
securities transactions and the safeguarding of securities 
and funds related thereto. ...”3 The 1975 Amendments 
added Section 17A to the Act which provides the Commis- 
sion with broad regulatory authority over entities—clearing 
agencies and transfer agents—engaged in the clearance 
and settlement of securities transactions and gives the 
Commission general directions for the exercise of this 
authority. 


Paragraph 17A(a)(1) of the Act sets forth the Congressional 
finding that: 


... [T]he prompt and accurate clearance and settle- 
ment of securities transactions ... [is] necessary for 


3 
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the protection of investors and persons facilitating 
transactions by and acting on behalf of investors[,] 


... [ilnefficient procedures for clearance and settle- 
ment impose unnecessary costs on investors[,] 


.. . [and] [n]ew data processing and communications 
techniques create the opportunity for more efficient, 
effective, and safe procedures for clearance and 
settlement. 


Paragraph 17A(a)(2) of the Act directs the Commission to 
“,.. use its authority ... to facilitate the establishment of a 
national system for the prompt and accurate clearance and 
settlement of transactions in securities . . .,” and, in carrying 
out its responsibilities, to have 


... due regard for the public interest, the protection of 
investors, the safeguarding of securities and funds, 
and maintenance of fair competition among brokers 
and dealers, clearing agencies, and transfer agents. 


PROCEEDINGS IN CONNECTION WITH THE APPLICA- 
TION 


On March 29, 1976, NSCC applied for registration under 
paragraph (c)(1) of Rule 17Ab2-1,4 thereby requesting that 
registration be granted while the registrant is exempted, 
temporarily, from having to satisfy one or more of the 
requirements as to which the Commission is directed to 
make a determination pursuant to Subparagraphs (A) 
through (I). The Commission published notice of the filing 
and gave interested persons an opportunity to submit writ- 
ten data, views and arguments concerning NSCC’s applica- 
tion.5 


Because the Commission believed that approval of the 
NSCC application and the proposed combination would be 
likely to have a determinative impact on the development of 
a National System, the Commission decided to conduct a 
broader inquiry with respect to NSCC’s application than it 
had conducted in the past with respect to applications for 
registration filed under paragraph (c)(1) of Rule 17Ab2-1 by 
other clearing agencies.® In particular, in addition to making 
the determinations made with respect to other clearing 
agencies registered pursuant to paragraph (c)(1) of Rule 
17Ab2-1, the Commission concluded it was necessary to 
determine whether approval of NSCC’s application would be 
consistent with the objectives contained in paragraphs 
17A(a)(1) and (2) of the Act. Accordingly, on May 28, 1976, 
the Commission announced the institution of proceedings, 
including oral hearings, pursuant to subsections 17A(a) and 
(b) and subparagraph 19(a)(1)(B) of the Act and Rule 
17Ab2-1 thereunder, to determine whether to grant or deny 
NSCC’s application.” 


THE APPLICATION 


NSCC’s application comprises 25 documents filed on 12 
different occasions between March 29, 1976, and Septem- 
ber 27, 1976, and is supplemented by information contained 
in related correspondence and developed during the course 
of the oral hearings. The following is a summary of the 
application and NSCC’s proposed course of action. 


NSCC would acquire the clearing agency operations of 
ASECC, NCC and SCC in accordance with an agreement 
under which ASECC and SCC would each transfer 
$300,000 in cash to NSCC in exchange for 10,000 shares of 
the common stock of NSCC and NCC would transfer to 
NSCC assets valued at $900,000 in exchange for 10,000 
shares of the common stock of NSCC and a $600,000 
promissory note of NSCC. The 30,000 shares of NSCC 
common stock to be issued to ASECC, NCC and SCC 
would constitute all of NSCC’s outstanding common stock 
and would be subject to restrictions on transfer designed, 
among other things, to preserve NSCC’s status as a “clear- 
ing corporation” under the applicable Uniform Commercial 
Code provision.? In addition, the rights and obligations 
between each of the combining clearing agencies and its 
participants would be assigned to and assumed by NSCC. 
The clearing funds of the combining entities would be 
transferred to NSCC, and NSCC would assume certain 
other liabilities of the combining entities. 


User Control. NSCC plans to operate under the governance 
of a 16-member Board of Directors, 12 members of which 
would be, and would be intended to represent, NSCC 
participants (“participant directors”). Each of ASECC, NCC 
and SCC would have one representative on the Board 
(“shareholder directors’). The sixteenth member would be 
the president of NSCC (the “management director’). 


Selection of nominees for vacant participant directors’ seats 
would be made by a nominating committee of the board 
elected annually for the purpose of nominating director and 
nominating committee candidates for the following year's 
election. The shareholder director's seat would be filled with 
the nominee of the shareholder whose nominee's seat had 
become vacant, and the remaining four participant directors’ 
seats would be filled by participant representatives selected 
by the nominating committee. The nominating committee’s 
seats would be filled by nominees chosen by the outgoing 
nominating committee. Annually after the first year of 
NSCC’s operation, one shareholder director's seat, four 
participant directors’ seats and the six nominating commit- 
tee seats would be open for election. 


Sixty days prior to the election, the nominating committee's 
slate of candidates for the participant directors’ seats and 
the following year’s nominating committee would be circu- 
lated to NSCC’s membership which, pursuant to a petition 
filed by the lesser of five percent of NSCC’s participants or 
15 participants, could propose alternative nominees. If any 
alternative nominees were proposed, a vote would be held 
in which the participants, voting cumulatively under a voting 
formula based on usage of NSCC, would select the nomi- 
nees to be elected to the NSCC board and the nominating 
committee. NSCC’s shareholders would vote for the slates 
selected by the nominating committee, if no opposing nomi- 
nees were proposed, or for the nominees who received a 
majority of the participants’ votes, if opposing candidates 
were proposed and an election were held. 


After the second year of NSCC’s operation,’® no director 
would be permitted to serve consecutive terms or, while a 
director, to serve on the nominating committee or to serve 
on the nominating committee constituted for the year follow- 
ing the expiration of the director's term of office. No member 
of a nominating committee would be included in the slate of 
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director nominees selected by that nominating committee 
and no member of a nominating committee could serve 
consecutive terms. 


Neither shareholder directors nor the management director 
would be permitted to be a member of either the NSCC 
board’s audit committee or the NSCC board's operations 
committee, which, among other things, would review the 
performance of the Securities Industry Automation Corpora- 
tion (“SIAC”) as NSCC’s facilities manager. Lastly, the 
Amex, the NASD and the NYSE would have a veto over 
NSCC’s adoption of new rules, other than those which 
NSCC would be required to adopt pursuant to the Act. The 
veto could be exercised only if the proposed NSCC rule 
would affect the ability of the party exercising the veto to 
meet any statutory responsibilities it might have for the 
settlement of securities’ contracts. 


Facilities Management. Commencing with the transfer to 
NSCC of the clearing agency operations of ASECC, NCC 
and SCC, NSCC would operate the business of each 
transferor clearing agency as a separate NSCC Division, i.e. 
the ASECC Division, the NCC Division and the SCC Divi- 
sion. Each division would operate under substantially the 
same rules, procedures and agreements used by the divi- 
sion’s predecessor clearing agency. Pursuant to a facilities 
management agreement between NSCC and SIAC (the 
“Management Agreement’), all NSCC securities processing 
functions, including those performed currently for ASECC- 
SCC by SIAC and those performed currently for NCC by 
Bradford National Clearing Corporation (““BNCC”’), would be 
performed by SIAC. 


Under the Management Agreement, SIAC would be obli- 
gated to charge NSCC no more than SIAC’s costs for 
providing the services covered by the Management Agree- 
ment. NSCC would have the right to monitor all phases of 
SIAC’s NSCC operation in order to insure that the operation 
was adequate and in compliance with statutory criteria. 
Furthermore, NSCC would have the right either itself or 
through its agents, including its independent public account- 
ants, to review SIAC’s operation to evaluate the accuracy 
and appropriateness of the cost allocations made by SIAC 
in determining its cost of performing processing for NSCC. 


The Management Agreement would have a term of five 
years, at the expiration of which NSCC would have no 
further obligations to SIAC and SIAC would be obligated to 
facilitate the transfer of the NSCC operations to any proces- 
sor selected by NSCC. Beginning with the third year of the 
Management Agreement, NSCC would have the right to 
terminate the agreement upon six months’ written notice 
and NSCC’s agreement to pay SIAC a monthly fee of 
$225,000 from the termination date to the end of the 
Management Agreement’s term. The amount of NSCC’s 
monthly payment could be reduced by $100,000 in the 
event NSCC were to agree to assume responsibility for 
SIAC’s lease of space used for the NSCC operation and by 
an additional $25,000 in the event NSCC were to agree to 
assume SIAC’s severance obligations to employees utilized 
in the performance of the NSCC operations. In addition, 
NSCC would have the right to terminate the Management 
Agreement if it were breached by SIAC. 


Payments to the Amex, NASD and NYSE for Self-Regula- 
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tory Functions. The shareholders’ agreement. among the 
Amex, NASD, NYSE, ASECC, NCC, SCC and NSCC 
contained in NSCC's application provides that for a period 
of five years from the date of the agreement's execution the 
Amex, NASD and NYSE would furnish certain regulatory 
services to NSCC for which NSCC would reimburse the 
self-regulators. 


The services to be furnished would consist of conducting 
periodic examinations of the books, records and operations 
of NSCC participants; monitoring the financial and operating 
condition of NSCC participants; investigating the financial 
and operating condition of entities which apply for participa- 
tion in NSCC; and apprising NSCC of any unusual market 
conditions which affect securities cleared by NSCC. Each of 
the self-regulators would perform the services for those 
NSCC participants for which the self-regulator had been 
designated as responsible for conducting examinations for 
compliance with the applicable financial responsibility rules 
as well as for such entities as NSCC might direct for which 
none of the three self-regulators had been designated. To 
reimburse the self-regulators, NSCC would pay $.12 for 
each buy and sell side of trades in equity securities, or 
warrants to purchase equity securities, executed on or in the 
market of the relevant self-regulator and compared through 
NSCC. The $.12 fee would not apply to trades cleared 
through NSCC and executed on markets or by means other 
than on the Amex or NYSE or through the NASDAQ 
system. The total payments to be received by the self- 
regulators in any one year would be limited to $550,000 for 
the Amex, $1,000,000 for the NASD and $3,000,000 for the 
NYSE." 


The shareholders’ agreement provides that after two years 
the self-regulators and NSCC shail *... review the provi- 
sions of [the contract] as to the [s]ervices and the payments 
therefor in order to determine whether such provisions 
should be amended or modified. ..."" The provision does 
not permit NSCC to require renegotiation of the level of 
payment or the level of services at any time during the 
agreement's five year term. 


Implementation. Speratiou. under the divisional structure, 
which NSCC has estimated would last approximately 120 
days, is referred to as “Phase |" of the merger. During 
Phase |, SIAC would develop a plan to convert the ASECC- 
SCC and NCC systems into a single system combining 
desirable aspects of both existing systems. Operating rules 
and procedures for the combined system would be devel- 
oped by NSCC and submitted to the Commission for review 
and approval before they could be implemented. During the 
Commission's review, NSCC, as NCC’s assignee under the 
NCC-BNCC facilities management agreement, would exer- 
cise NCC's termination rights under the agreement and 
direct SIAC to perform both the ASECC-SCC processing 
functions it performs currently and the NCC processing 
functions performed currently by BNCC. Following Commis- 
sion approval of the combined system's rules and proce- 
dures, SIAC would begin to implement the combined sys- 
tem, thereby initiating Phase II of the merger plan 


Services to be provided. During Phase !, NSCC plans to 
offer all services now offered by either ASECC-SCC or 
NCC. During Phase Il, duplicative services are to be com- 
bined in ways which would insure that no participant in 
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either organization would experience a reduction in the 
kinds and levels of service currently available. NSCC’s 
services would be available, either directly or indirectly, to 
all current participants of ASECC-SCC and NCC and ac- 
cess to NSCC’s services would be available to all qualified 
entities. NSCC’s application states that fees to participants 
are to be set by NSCC’s Board of Directors on a “cost 
basis.” 12 NSCC would attempt to build up a cushion of 
retained earnings but, in general, would not attempt to earn 
profits and would not pay dividends on its shares. 


NSCC’s Relationship to Securities Depositories. Because 
NSCC’s application envisions NSCC’s use of the current 
ASECC-SCC system, securities settlement for all NSCC 
continuous net settlement transactions would have to be 
made in The Depository Trust Company (“DTC”): and all 
NSCC participants would be required to be participants in 
DTC.13 In order to provide DTC participation for those 
participants in NCC who are not currently DTC participants 
and who do not believe their ciearing volume warrants DTC 
participation, NSCC would provide sponsored accounts in 
DTC.14 Money settlement in the combined system would 
take place in NSCC. In anticipation of the ASECC-SCC and 
NCC combination, DTC has initiated a program for expand- 
ing the list of securities eligible for deposit to include all 
issues currently eligible for deposit in NCC’s system. NSCC 
does not plan to initiate Phase II until the DTC expansion is 
complete. 


The TAD Depository Corporation (“TADDC’”), a securities 
depository which ultimately intends to serve as the bridge 
for the implementation of the transfer agent depository 
(“TAD”) concept,'® currently has an interface with NCC 
under which NCC participants make or receive deliveries in 
settlement of NCC obligations through TADDC. NSCC in- 
tends to work out an arrangement with TADDC under which 
NSCC users would be permitted to receive from or deliver to 
NSCC securities on deposit with TADDC. NSCC’s applica- 
tion does not describe the details of the proposed arrange- 
ment. 


Trade Comparison. NSCC stated it would continue to per- 
form comparison for Amex and NYSE transactions and 
would perform part of the OTC comparison function cur- 
rently performed by NCC. NSCC intends to perform a single 
comparison for both Amex and NYSE transactions and for 
OTC transactions between NSCC participants. OTC trans- 
actions between participants in other clearing corporations 
would be compared by the other clearing corporations or by 
a clearing corporation retained by them to perform the OTC 
comparisons. OTC transactions between participants in two 
different clearing corporations would be compared by a 
Clearing corporation other than NSCC. 


From the beginning of Phase II operations, NSCC pians to 
enable NSCC participants located in New York City to 
submit Amex, NYSE and OTC transactions to NSCC for 
comparison. In the plan described in NSCC’s application, 
NSCC participants located outside New York City, and 
relating to NSCC through the former NCC regional network, 
would be able to submit OTC transactions to NSCC for 
comparison through the network from the beginning of 
Phase || but would not be able to submit Amex and NYSE 
transactions through the network until some later time. This 
aspect of NSCC’s plan would be affected by the proposed 


conditions to approval of NSCC’s application. 


Participant qualifications. Qualifications standards for par- 
ticipation in NSCC would be based solely on financial and 
operating ability, and, subject to those standards, any entity 
would be able to participate in NSCC. 


DEVELOPMENT OF A NATIONAL SYSTEM 


Since the 1967-68 paperwork crisis, the Commission, the 
self-regulatory entities, the industry and others have ex- 
pended considerable effort in analyzing the shortcomings of 
existing clearing, settlement and depository systems and in 
developing modifications designed to eliminate the short- 
comings. These efforts have led to the evolution of a 
genera! consensus cn the need for a national system for the 
clearance and settlement of transactions in securities (the 
“National System’) and on the minimum acceptable capa- 
bilities which it should have. The National System should be 
available to all qualified participants on a nondiscriminatory 
basis and should make available the benefits of one ac- 
count processing.'® 


Although it is not possible to predict all the benefits which 
could be expected to flow from the establishment of a 
National System, they are likely to include: (i) a reduction in 
the costs to participants of relating to present clearing, 
settlement and depository systems;'7 (ii) reductions in the 
average delivery time for the settlement of securities trans- 
actions and in carrying costs associated with settlement 
activity; (iii) simplified and efficient recordkeeping; (iv) an 
enhanced ability of self-regulatory organizations to monitor 
the clearing positions of participants who are becoming 
over-extended;'® (v) increased insulation of participants 
(and their customers) from the effects of a participant's 
insolvency;'? and (vi) a reduction in the number of lost or 
stolen certificates.2° 


While closely related to the clearing and settlement function, 
marketplace procedures for trade comparison and transfer 
agent operations involve considerations unique to these 
functions. Trade comparison procedures vary from market- 
place to marketplace depending on floor procedures, the 
kinds of securities traded and trading volume, among other 
things, and are likely to be revised in the near future as a 
result of technological advances and changes in the struc- 
ture of the securities markets. Transfer agent operations 
vary greatly in degree of automation, volume, location, 
processing time and the availability of ancillary services, 
and the traditiona! role of the transfer agent is changing as a 
result of technological innovation. Accordingly, the National 
System must be compatible with a wide range-of market- 
place comparison procedures and transfer agent opera- 
tions. 


The following appear to be the minimum acceptabie capa- 
bilities of a National System. 


The ability of the National System to process securi- 
ties transactions by means, including book entry 
movement, suitable to the character of the issues 
processed. 


A National System shouid permit the settlement by book 
entry movement of all securities transactions in issues for 
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which book entry treatment proves to be more economical 
than alternative forms of processing. A possible measure of 
the universe of issues for the book entry portion of the 
National System would be the number of issues which have 
been included in the book entry operations of existing 
securities depositories.21 To date, the number of issues is 
approximately 10,330. 


The National System should also be able to process, other 
than by book entry, issues (i) whose certificate float is 
insufficient, or whose transfer agent arrangements are not 
adequate, to permit inclusion in a book entry environment, 
or (ii) which are ineligible for inclusion in a book entry 
environment due to lega! requirements of the jurisdiction in 
which the issuer is organized. Existing envelope delivery 
and similar settlemeni systems presumably could be 
adapted to provide the requisite non-book entry settlement 
capability for issues which fall into these categories. 


issues whose shareholders are concentrated in a small 
geographic area or which have a smail number of share- 
holders might not require inclusion in the National System. 
Presumably such issues would continue to be cleared and 
settled outside the National System through the informal 
arrangements which exist today. 


Accessibility of the National System, either directly or 
indirectly, to all broker-dealers and financial institu- 
tions. 


All broker-dealers and financial institutions should have 
access to the National System.2? Because most transac- 
tions in active issues would be processed through the 
National System, any broker-dealer or financial institution 
excluded from participation would be at a significant com- 
petitive disadvantage. 


Broad access could be achieved by the establishment of 
Standards for direct access to the components of the 
National System that were the least rigorous possible con- 
sistent with the existence of adequate financial and opera- 
tional safeguards. For example, in the case of broker-dealer 
participants the standard could be tied to the Commission's 
financial responsibility rules in a way which would permit 
participation in the National System by any broker-dealer 
qualified to engage in a general securities business. Alter- 
natively, assuming establishment of a standard for participa- 
tion in the National System more rigorous than the standard 
for participation in a general securities business, indirect 
access, through correspondent relationships or by other 
means, should be available at a reasonable cost. 


The ability of each participant in the National System 
to compare, account for and settle through one entity 
all trades in securities included in the National Sys- 
tem, regardless of the location of the other party to the 
trade or the market in which the trade is executed. 


Although the National System would include a number of 
different clearing and settlement and depository entities, it 
should not be necessary for any participant to be a member 
of, or deal with or through, either directly or through a 
correspondent, more than one clearing and settlement and 
one depository entity. In addition to the need for interfaces 
between clearing and settlement entities and for interfaces 
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between depositories, each clearing and settlement entity 
should be linked to a depository so that deliveries to, and 
receipts from, the clearing and settlement entity may be 
made through the depository by book entry. 


The book entry clearing components of the National System 
should have the following characteristics: (i) an accounting 
function which nets participants’ securities positions daily 
and permits netted positions to be carried forward and 
netted against positions established on subsequent days 
(“continuous netting”); (ii) a trade guarantee as of settle- 
ment date;2° (iii) mark-to-the-market protection from settle- 
ment date onward;?4 (iv) one clearing position per issue for 
each participant; (v) a link between the continuous netting 
system and a depository to make possible automatic book 
entry delivery to satisfy short valued positions?5 in the 
continuous netting system and to permit deliveries to, and 
receipts from, the continuous netting system at various 
remote locations; and (vi) a same-day turnaround capability 
for both securities received by a participant from the contin- 
uous netting system and securities delivered to a participant 
which the participant wishes to re-deliver to the continuous 
netting system. 


The non-book entry clearing portion of the National System, 
which could include low-volume clearing operations,?® 
should guarantee transactions as of, and mark them to the 
market from, settlement date. in addition, subject to the 
limitations of certificate as opposed to book entry settle- 
ment,2” same-day turnaround should be available for securi- 
ties settled through the non-book entry portion of the 
System. 


The National System would permit participants to elect to 
use all, or only a portion of, the System's clearing and 
settlement services. Accordingly, while a participant should 
be able to compare,?® account for?9 and settle all his trades 
through one clearing entity regardless of the location of the 
other party to the trade or the market in which the trade was 
executed,3° the participant should be able to (i) compare 
trades through the clearing entity affiliated with the market- 
place in which the trade was executed and direct delivery of 
the compared trade to the clearing entity the participant 
selects to perform the accounting operation and (ii) direct 
delivery of the securities’ settlement instructions generated 
by the accounting operation to the depository entity the 
participant elects to use for securities’ settlement. While 
broker-dealers have indicated that their present need to 
deal with several securities marketplaces would require the 
National System to provide the ability to direct delivery of 
compared trades to a clearing entity other than the one 
which performs the comparison, broker-dealers have not 
insisted that the National System include an ability to direct 
delivery of securities’ settlement instructions to a depository 
other than the one linked to the clearing entity which 
generated the instructions. Nonetheless, because of possi- 
bility of competitive innovation at the depository level— 
including development of a TAD system—the Commission 
believes the National System should have the flexibility to 
permit development of an ability to direct delivery of securi- 
ties’ settlement instructions to any depository entity. 


The ability of each participant in the National System 
to deposit and maintain its securities in a custodial 
account at the depository level which makes possible 











book entry movements (i) between participants, (ii) to 
settle participants’ clearing obligations, (iii) to effect 
pledges and (iv) to perform other functions which may 
be effected by book entry. 


The depository portion of the National System should be 
related to the book entry clearing components of the System 
so as to make possible the settlement by book entry of all 
deliveries between the participants and the clearing compo- 
nents of the System. Furthermore, the depository portion of 
the System should permit participants to deposit or withdraw 
securities from the System throughout the country.3" 


The depository portion of the National System should have 
the following capabilities: (i) ability of a participant to make 
valued and free securities deliveries by book entry; (ii) 
dividend and proxy protection for securities left on deposit; 
(iii) facilities for the deposit and withdrawal of securities at 
locations remote from the central. depository;°? and (iv) a 
same-day turn-around capability for (A) free or valued book 
entry deliveries to a participant's depository account from 
the clearing portion of the System, (B) free or valued book 
entry deliveries to a participant’s depository account through 
the depository, and (C) deposits to a participant's depository 
account. 


The depository portion of the System should have the 
capability to perform ail securities processing functions 
which may be effected by book entry. To date, and without 
foreclosing the possibility that additional functions will be 
developed, these include free and valued movements of 
securities, movements to effect pledges and loans of securi- 
ties, expedited withdrawals of certificates, withdrawals of 
certificates in street name? and withdrawals of certificates 
in registered form. 


The depository portion of the National System should be 
designed to be compatible with TADs, transfer agent custo- 
dian (“TAC”) programs,34 and other developments in the 
transfer agent area which have the effect of reducing 
certificate movement. 


The ability of each participant in a National System to 
make a single daily money settlement, for both clear- 
ing obligations and depository-related movements, in 
funds valued the next day. 


Each participant should be able to make one daily money 
settlement, in funds valued the next day, which would 
satisfy all the participant's obligations to the National Sys- 
tem for that day, including monies due to. or from the 
clearing portion of the System, marks to the market, state 
transfer taxes, dividend adjustments, and amounts payable 
with respect to valued depository movements. 


Currently funds valued the next day are virtually uniformly 
used in the settlement of securities transactions, and it 
appears that in the near future no other medium of payment 
will be used.35 Should new developments, such as auto- 
mated funds transfer techniques, make desirable the use of 
other media, the appropriateness of establishing another 
uniform medium should be considered. 


The availability in the book entry environment of a 
same-day turnaround capability at both the clearing 


corporation and depository levels. 


The ability to re-deliver securities on the day on which they 
are received—same-day turnaround—is critical to broker- 
dealers. If a broker-dealer receives and pays for securities 
which are to be redelivered against payment, failure to 
effect redelivery on the day on which the securities are 
received requires the broker-dealer to hold the securities in 
inventory until the next day. In order to maintain the 
securities in inventory during this period, the broker-dealer 
usually obtains bank financing. Accordingly, the availability 
in a National System of same-day turnaround at the clearing 
and depository levels, would enable broker-dealers to re- 
duce unnecessary interest charges. 


The failure of many financial institutions to participate in a 
book entry environment necessitates certificate deliveries by 
broker-dealers, a procedure which frequently entails sub- 
stantial delays°* and which withdraws securities from the 
book entry environment, thereby reducing the opportunity 
for multiple same-day turnaround. Consequently, it appears 
that this failure to participate, rather than technological 
limitations, would be the primary impediment to the ability of 
participants in a National System to achieve sarne-day 
turnaround. 


To maximize the same-day turnaround capability of the 
National System, the largest possible universe of securities 
handlers should participate in a book entry environment at 
both the clearing and depository levels.3” While participation 
at the depository level would permit bookkeeping deliveries 
in all cases and thereby at least bring securities handlers 
into the book entry environment, the failure to include 
participants at the clearing level would result in book entry 
movements at the depository level which would not have 
been necessary had the underlying transactions been net- 
ted in the clearing corporation operation. Assuming that 
unnecessary movements have a cost, participation in the 
National System at the depository level only may prove 
sufficiently expensive to impel securities handlers to partici- 
pate at the clearing level also.38 


Should same-day turnaround become generally available on 
a real-time basis so that a participant with a terminal in his 
office could know the moment securities deliveries reach his 
account and could redeliver them by book entry movements 
initiated with a terminal-originated instruction, the nature of 
clearing and settlement would change radically. In such an 
environment, clearing and settlement would occur instanta- 
neously and could be completed by the evening of the day 
on which comparison of the underlying transaction were 
completed. And. if comparison could be completed on the 
transaction date, it would be possible to complete the entire 
comparison, clearing and settlement process within 24 
hours of the time the transaction occurred. : 


THE NSCC APPLICATION AND THE NATIONAL SYSTEM 


The NSCC application is a concrete proposal for a series of 
actions which in the near future would secure many of the 
advantages of a National System for broker-dealers located 
in New York City and for a large segment of the broker- 
dealer community located outside the City. 


Participants in NSCC and participants in clearing corpora- 
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tions interfaced with NSCC would have available one ac- 
count clearing and settlement for Amex, NYSE and OTC 
transactions and transactions on other national securities 
exchanges. Comparison would operate somewhat differ- 
ently. The availability of comparison for Amex, NYSE and 
OTC issues through NSCC, initially for its New York City- 
based participants and ultimately for all NSCC’s partici- 
pants, would provide comparison, clearing and settlement 
for Amex, NYSE and OTC transactions through one account 
but would not make provision for comparison through the 
same account of trades on other national securities ex- 
changes. 


From the outset of NSCC integrated operations (Phase Il), 
NSCC participants located outside New York City would 
have available many of the options for processing Amex 
and NYSE transactions which today are generally available 
only to New York City-based broker-dealers. With the avail- 
ability of Amex and NYSE comparison through the NSCC 
branch network, NSCC participants located outside New 
York City would have available virtually all the NSCC 
processing options available to New York City-based bro- 
ker-dealers. 


in addition, the NSCC operation would afford its participants 
the benefits of a book entry environment which would 
include all issues currently included in depository book entry 
systems; provide an envelope delivery network; be accessi- 
ble to qualified entities; enable participants to settle continu- 
ous netting delivery obligations through, and otherwise use, 
a full-service securities depository; provide a single daily 
money settlement for items included in the NSCC operation; 
and permit same-day turnaround at both the clearing corpo- 
ration and depository levels. 


PROPOSED CONDITIONS TO APPROVAL 


Despite the benefits which NSCC’s application promises, 
there are aspects of its proposed operation which may not 
be consistent with the objective of a National System in 
which broker-dealers located throughout the United States 
may achieve one account processing through any one of a 
number of registered clearing corporations. Also, it is possi- 
ble that approval of NSCC’s application without conditions 
would have adverse effects on competition among clearing 
agencies. Accordingly, the Commission is considering ap- 
proving NSCC's application subject to the satisfaction by 
NSCC of the following four conditions prior to NSCC’'s 
initiation of integrated clearing operations in Phase Il. 


The Commission believes that the conditions will encourage 
the deveiopment of one account settiement earlier, and will 
result in dissemination of NSCC’s benefits to a wider group 
of broker-dealers, than contemplated by the application. The 
Commission believes that the conditions will reduce com- 
petitive disadvantages which certain broker-dealers have 
experienced as a result of existing securities processing 
practices. In addition, the Commission believes that by 
breaking the direct link between the comparison of Amex 
and NYSE trades and the clearing and settlement of com- 
pared Amex and NYSE trades, the conditions will create an 
environment in which competition among clearing agencies 
is free to develop. 


(i) That NSCC establish full interfaces with each of 
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MCC, PCC and SCCP and appropriate links with 
BSECC and TADDC and offer to operate each inter- 
face and link under agreements which would provide 
that the parties to the interface or link would not 
charge each other for interface movements or charge 
their participants either an interface fee or any fee 
which would operate as an interface fee. 


The requirement that NSCC offer to operate interfaces 
under agreements providing that the parties to the inter- 
faces would neither charge each other nor their participants 
an interface fee is essential initially to the viability of 
interfaces and to their effectiveness as a method of preserv- 
ing competition among clearing corporations. While imposi- 
tion of this condition would require the Commission to 
monitor comparison and other fees charged by NSCC and 
clearing corporations interfacing with it to insure that hidden 
interface fees were not assessed, the effect of the condition 
would be to enable a broker-dealer to obtain all compared 
trades at cost and to direct them to the clearing corporation 
in which the broker-dealer chooses to settle. As long as the 
fees charged by NSCC do not discourage a broker-dealer 
from forwarding compared trades to other clearing corpora- 
tions, the broker-dealer’s determination of which clearing 
corporation to use for accounting and settlement presum- 
ably will be based on the services provided and fees 
charged by clearing corporations for performing accounting 
and settlement. 


Non-imposition of interface charges may be inappropriate 
for interfaces between entities other than clearing corpora- 
tions and may prove inapp’ opriate for links between clearing 
corporations and entities performing operations other than 
comparison and accounting. Moreover, the appropriateness 
of charging fees for interfaces between clearing corpora- 
tions should be reassessed periodically in the light of 
changing circumstances. 


(ii) That NSCC provide, at cost, efficient facilities, and 
cooperate with broker-dealers and other registered 
clearing agencies in the development of alternative 
means, through which broker-dealers which do not 
maintain offices in New York City may, either directly 
or through an agent, compare transactions compared 
by NSCC; 


This condition would enable NSCC participants located 
outside New York City and broker-dealers who are not 
NSCC participants to effect comparison through (i) whatever 
entity or means they use to effect clearing and settlement, 
(ii) a cost-priced, direct mail clearing operation offering a 
separate comparison service, or (iii) a remote communica- 
tion arrangement. As a resuit, broker-dealers who trade on 
the Amex and NYSE but do not have their processing 
operation in New York City would obtain the benefits of one 
account processing. NSCC’s provision of remote compari- 
son arrangements presumably would induce regional clear- 
ing corporations to adopt a similar policy so that their 
participants would not be required to relate to more than 
one entity for performance of comparison, clearing and 
settlement functions. 


(iii) That the existing NCC branch facilities be oper- 
ated by NSCC and provide, at a minimum, the same 
level of service proposed to be provided through the 














facilities to NSCC participants to participants in any 
other registered clearing agency which agrees to use 
any of the facilities and to defray a portion of any such 
facility's operating costs equal to the clearing corpora- 
tion’s proportionate use of the facility. 


By providing that the current NCC branch network would be 
maintained by NSCC and would be available as a communi- 
cations link between the broker-dealers located near the 
branch facilities and any clearing corporation which chose to 
establish a link with one or more of the branch facilities, the 
third condition would potentially provide clearing corpora- 
tions with a branch network. Of course, since no regional 
clearing corporation would be obligated to use any given 
facility, any clearing corporation which believed that NSCC’s 
provision of services was inadequate could establish its own 
facility. 


(iv) That NSCC furnish free of charge computer 
programs for the performance of trade comparison for 
over-the-counter (“OTC”) transactions to any regis- 
tered clearing agency which intends to use the pro- 
grams to compare OTC transactions between its 
participants and that NSCC make arrangements for 
any other registered clearing agency which is willing 
to do so to compare all OTC transactions between 
participants in different registered clearing agencies, 
free of charge to registered clearing agencies, or, if no 
other registered clearing agency is willing to do so, 
NSCC compare all such transactions free of charge to 
registered clearing agencies. 


Currently, NCC performs trade comparison for approxi- 
mately 95 percent of OTC transactions and PCC performs 
trade comparison for the remainder. Under the proposed 
condition, any clearing agency which chose to do so would 
be able to obtain NCC’s comparison program from NSCC to 
perform comparison for OTC transactions between its mem- 
bers, and a clearing corporation other than NSCC would 
perform comparison for OTC transactions between partici- 
pants in different clearing corporations free of charge to 
cther registered clearing agencies. Should no registered 
clearing agency other than NSCC be prepared to perform 
the comparison free of charge, NSCC would be required to 
do so free of charge to other registered clearing agencies. 


If the Commission approves NSCC’s application, the Com- 
mission would monitor NSCC’s compliance with the forego- 
ing conditions to insure that they are satisfied prior to 
NSCC's initiation of integrated oeprations in Phase Il. Fol- 
lowing implementation of Phase li, the Commission would 
monitor the impact of NSCC’s operations on, and competi- 
tion among, broker-dealers and registered clearing agen- 
cies. 


While the Commission is considering approving NSCC’'s 
application subject to the conditions described above, in 
view of the complexity of the matters to which the conditions 
pertain, the Commission would like to receive public com- 
ment on whether the conditions should be changed, added 
to or modified. Because the Commission desires to com- 
plete action on NSCC’s application at the earliest possible 
date, the Commission requests that all comments be sub- 
mitted no later than November 19, 1976. 


For good cause, and in order to obtain public comment on 
the four proposed conditions to approval of NSCC’s applica- 
tion for registration, the Commission is extending until 
November 29, 1976 the time for conclusion of the proceed- 
ings instituted on May 28, 1976, in connection with NSCC’s 
application. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘Securities Exchange Act Release No. 12489 (May 28, 
1976), 41 FR 23255 (June 9, 1976). 


2 Pub. L. No. 94-29. 
3 The Act, Section 2, 15 U.S.C. 78b. 


4 Pursuant to Section 17A of the Act, on November 3, 1975, 
the Commission adopted Rule 17Ab2-1 under the Act and 
related Form CA-1 for the registration of clearing agencies. 
Securities Exchange Act Release No. 11787 (November 3, 
1975), 40 FR 52356 (November 10, 1975). Paragraph (c)(1) 
of Rule 17Ab2-1 provides that, if requested by an applicant 
for registration as a clearing agency, the Commission may 
register the applicant for eighteen months without making all 
the determinations called for by sub-paragraphs (A) through 
(l) of paragraph 17A(b)(3) of the Act (‘“Subparagraphs (A) 
through (I)”). 


5 Securities Exchange Act Release No. 12274 (March 29, 
1976), 41 FR 14455 (April 5, 1976). 


& The Commission has registered fourteen clearing agen- 
cies, including ASECC, SCC and NCC, in accordance with 
paragraph (c)(1) of Rule 17Ab2-1, upon the Commission's 
finding: that the applicant was so organized and had the 
capacity to safeguard securities and funds in its custody or 
control or for which it was responsible; that the applicant's 
rules did not impose any schedule of prices, or fix rates or 
other fees, for services rendered by participants; and that 
the applicant's rules assured the safeguarding of securities 
or funds which were in the custody or control of the 
applicant or for which it was responsible. 


7 Securities Exchange Act Release No. 12489 supra. In the 
Release, the Commission stated that during the proceed- 
ings it would be considering and seeking comment from 
interested persons on a number of issues including, among 
other things: 


the effect of the proposed combination on competition 
among broker-dealers, clearing agencies, transfer 
agents and securities markets; 


the effect of the proposed combination on the devel- 
opment of a National System; 


the safety and other potential benefits expected to 
result from the proposed combination; 


the use of a participant-dominated board as an effec- 
tive control against inefficiency, lack of innovation, 
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and uncontrolled cost escalation; 


the appropriate procedures for selecting the members 
of a participant-dominated board; and 


the appropriateness of the $.12 per side transaction 
fee which NSCC proposes to pay to the American 
Stock Exchange, Inc., (the “Amex’), the National 
Association of Securities Dealers, Inc. (the “NASD”), 
and the New York Stock Exchange, Inc., (the 
“NYSE”) to compensate them for performing certain 
self-regulatory services, including conducting of ex- 
aminations of the financial condition of NSCC partici- 
pants. 


8 The documents filed, related correspondence, memoranda 
of meetings and transcripts of the oral hearings are con- 
tained in Public File No. 600-15 and are available for 
copying and inspection at the Commission's Public Refer- 
ence Room, 1100 L Street, Washington, D. C. 


2N.Y. Uniform Commercial Code, Section 8-102(3) (Mc- 
Kinney Supp. 1972). 


10 There are differences in the way the nomination and 
election process would work during the first two years and 
the way it would work thereafter. For the first year, NSCC’s 
board would be selected by its shareholders. At the expira- 
tion of the first year, that board would select a nominating 
committee of participants to choose a slate of nominees to 
fill the participant director seats then becoming vacant. In 
that election and in the subsequent election, directors 
whose seats were becoming vacant would be permitted to 
stand for re-election for a full three-year term. 


11 The ceiling on payments to be received by a self- 
regulator would be subject to the proviso that any amounts 
in excess of its ceiling for a given year would be paid to the 
self-regulator to the extent that, in prior years, the fees 
received were less than the ceiling. 


12 NSCC has indicated that its fees would not discriminate 
among participants on the basis of their geographic location. 


13 All current clearing members of ASECC-SCC are partici- 
pants in DTC. 


14 Sponsored accounts in DTC would be guaranteed by 
NSCC and would make it less expensive for participants in 
NSCC to use DTC at low clearing volumes. NSCC’s fees for 
the sponsored account would be designed to encourage 
direct participation in DTC by any sponsored participant 
whose volume increases to a point at which direct participa- 
tion becomes economically justifiable. 


15 In its ultimate form, the TAD concept would replace the 
stock certificate with computerized stockholders’ lists, main- 
tained by TADs, which would serve both as the issuers’ 
stock records and as stock ownership records. The lists 
would be updated continuously. Communications between 
TADs and customers, broker-dealers, banks, and others 
would be effected through instruction routing entities located 
in various financial centers throughout the United States. 
The instructions would direct the TADs (i) to effect book 
entry transfers and pledges between participants by debiting 
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and crediting the TAD’s records and (ii), if necessary, to 
issue and deliver physical certificates. 


16 “One account processing” is the ability of a broker-dealer 
to compare, clear and settle through one entity all the 
broker-dealer’s transactions in securities eligible for com- 
parison, clearing and settlement in the National System. 
Even though a broker-dealer would be able to achieve one 
account processing through any one of the clearing corpo- 
ration components of the National System, a broker-dealer 
would be able to use more than one clearing corporation if 
the broker-dealer chose to do so. 


17 Reductions in the costs of relating to present systems 
would result primarily from such advantages of one account 
settlement as (i) the ability of participants’ back-office per- 
sonnel to be familiar with a single set of procedures and to 
use a Single set of forms in processing securities transac- 
tions, (ii) the ability of participants to make one daily money 
settlement (rather than multiple and possibly offsetting 
money settlements) and (iil) reductions in the facilities and 
personnel in participants’ back-offices associated with the 
delivery, receipt and handling of certificates. 


18 Because currently a participant may have clearing posi- 
tions settling in more than one system, individual clearing 
organizations may not become aware of more than a normal 
exposure even though the participant's combined exposure 
in all systems is abnormally high. 


19 By interposing itself between the parties to a transaction 
as a guarantor, the modern clearing corporation is usually in 
a position to avoid (through book entry reversal procedures) 
or spread among the total clearing membership (through 
recourse to a clearing fund) the effect of a participant's 
insolvency. 


20 The Department of Justice has recommended the reten- 
tion of securities in depositories as a means of reducing 
securities thefts. “Suggestions by the Department of Justice 
for Safe Handling of Marketable Securities by Financial 
Institutions, Including Hints for Detecting Counterfeit, 
Forged, Worthless and Spurious Securities”, Department of 
Justice announcement (December 23, 1974) at p.1. 


21 Section 7 of the Securities Acts Amendments of 1975 
added a new Section 11A to the Act which, in paragraph 
11A(a)(2), provides that the Commission will designate by 
rule the securities or classes of securities qualified for 
trading in the national market system. Although all securi- 
ties’ issues designated by the Commission should be eligi- 
ble for clearance through the National System, not all of 
them would necessarily be appropriate for inclusion in the 
book entry portion of the System. 


22 The term ‘financial institutions” is intended to include 
banks; insurance companies; investment companies; clear- 
ing agencies; and any other entity (whether an organization 
or an individual) which (i) satisfies financial responsibility 
criteria, (ii) makes the requisite clearing fund and participant 
fund contributions to the National System, and (iii) has the 
operational capability to interface and reconcile with the 
National System. 


23 Consideration should be given at a later time to having ) ) 





continuous netting systems guarantee trades as of trade 
date and to having mark-to-the-market protection available 
from trade daté onwards. 


24 A “mark-to-the-market” payment is the amount required 
by a clearing system from any party to a trade guaranteed 
by the system who becomes a potential net obligor of the 
system because the market price of the securities involved 
in the clearing transactions moves away from the contract 
price for the clearing transaction. 


25 In continuous netting systems, settlement obligations run 
primarily between each participant and the systems which, 
on settlement day, generate net obligations to deliver secu- 
rities to the system against payment (‘“short-valued posi- 
tions”) or to receive securities from the system and make 
payment for them (‘“long-valued positions’). 


26 The non-book entry clearing components of the National 
System presumably would be low-volume operations and 
could use continuous netting, daily balance order, trade-by- 
trade or any other viable clearing system which would 
produce, receive and deliver instructions. 


27 The same-day turnaround capacity of the System should 
be limited only by the location at which deposits and 
withdrawals are made and by transfer agent turnaround 
times. Accordingly, turnaround time could vary depending 
on whether the deposit or withdrawal were in-town or at a 
remote location and on whether the transfer agent involved 
were in-town or out-of-town. 


28 The comparison function is the process by which partici- 
pants in the securities markets reach agreements as to the 
existence and terms of trades made in the marketplace; 
comparison culminates in the production and submission to 
the accounting operation of contract lists representing trans- 
actions which have been confirmed by both parties. 


29 The accounting function is the process which generates 
the money and securities settlement obligations of partici- 
pants in clearing corporations. In continuous netting and 
daily balance order accounting systems the process gener- 
ates net positions to be received or delivered and thereby 
minimizes the required number of securities settlements; in 
other accounting systems, such as trade-by-trade systems, 
the process does not generate net obligations. 


30 One method for accomplishing comparison of all trades 
through one entity would be to have each clearing entity act 
as agent for its participants in every marketplace in which 
they execute trades. 


31 In the National System each clearing entity should be 
related directly to a depository through which deliveries and 
receipts could be made and which, in turn, would be 
interfaced with depositories attached to the other clearing 
entities in the System. Because the alternative—a link 
between each clearing entity and each depository in the 
System—would appear, at the present time, to pose signifi- 
cant communications problems, a participant in the National 
System would not necessarily have or need access to more 
than one depository. As long as all depositories are inter- 
faced, a participant would be able to relate to the entire 
depository network by relating to one depository. 


32 Each central depository presumably would have to have a 
capillary network of deposit and withdrawal facilities. 


33 Currently the time necessary to complete the transfer 
process has led to a practice of withdrawing from a deposi- 
tory certificates registered in the name of the depository or 
of a depositing broker, executed in a form or accompanied 
by documents which make the certificates negotiable. This 
capability is necessary to permit delivery on a same-day 
basis to institutions and others which make payment only 
against receipt of physical securities. Presumably, participa- 
tion of more institutions in depositories will reduce the 
importance of an expedited certificate withdrawal capability. 


34 In a TAC arrangement the depository maintains all but a 
working supply of certificates of an issue with the transfer 
agent custodian in the form of a balance certificate. As the 
need for certificates in the depository changes, the deposi- 
tory adjusts its in-house inventory by increasing or decreas- 
ing the number of shares held in-house in nominee name 
and correspondingly decreasing or increasing the number of 
shares held by the transfer agent. Appropriate shipments of 
certificates between the depository and transfer agent are 
made in connection with the adjustments. 


35 In 1975, the Chicago financial community, the major 
financial center operating primarily on a Federal Funds 
standard, switched to a funds valued the next day standard. 


36 Institutional certificate deliveries have to be made in 
“good deliverable form” (in a form, or accompanied by, 
documentation which enables the recipient to have the 
securities transferred into its name) or registered in the 
name of the recipient; in the course of effecting such 
deliveries delays arise from the loss, omission or inappro- 
priateness of documentation accompanying certificates, the 
unavailability of appropriate certificate denominations, late 
receipt of certificates slated for re-delivery, transfer agent 
turnaround times and mis-deliveries. 


37 Currently, a number of banks participate in clearing, 
settlement and depository systems at the depository level 
only. 


38 Of course, to the extent that clearing and depository 
levels can be linked so that participation in the latter tends 
to facilitate participation in the former and entails no addi- 
tional exposure for a participant, it is likely that depository 
participants increasingly would seek the advantages of 
participation at both levels. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19732/October 29, 1976 


In the Matter of 
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OHIO POWER COMPANY 
Canton, Ohio 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-5905) 


ORDER AUTHORIZING HOLDING COMPANY TO ENTER 
INTO INDEMNITY AGREEMENT WITH SURETY COM- 
PANY FOR CERTAIN SUBSIDIARIES AND SECOND-TIER 
SUBSIDIARIES AND HOLDING COMPANY AND SUBSIDI- 
ARY TO ENTER INTO CONTRACTS OF GUARANTY 
WITH STATE INDUSTRIAL COMMISSION 


American Electric Power Company, Inc. (“AEP”), a regis- 
tered holding company, and Ohio Power Company (‘Ohio’), 
its electric utility subsidiary company, have filed a declara- 
tion with this Commission pursuant to Sections 12(b) and 
12(f) of the Public Utility Holding Company Act of 1935 
(‘Act’) regarding the following proposed transactions. 


AEP proposes to enter into an indemnity agreement with 
Seaboard Surety Company, New York, New York (‘Sea- 
board”) on behalf of the following AEP subsidiaries and 
second-tier subsidiaries operating in West Virginia and 
Ohio, respectively: West Virginia—Ohio, Appalachian Power 
Company, Cedar Coal Company, Central Appalachian Coal 
Company, Central Operating Company, Southern Appala- 
chian Coal Company, Southern Ohio Coal Company 
(“Southern Ohio”), Wheeling Electric Company, and Wind- 
sor Power House Coal Company; Ohio—Ohio, Cardinal 
Operating Company (“Cardinal”), Central Ohio Coal Com- 
pany, Ohio Electric Company (‘Ohio Electric’), and South- 
ern Ohio. The indemnity agreement concerns liabilities 
incurred by Seaboard in connection with the issuance, since 
April 1, 1976, of surface mining reclamation surety bonds 
(“reclamation bonds”), self-insurance workmen's compen- 
sation surety bonds (“workmen's compensation bonds’), 
and self-insurance pneumoconiosis (black lung) disability 
bonds (‘‘disability bonds’). 


It is stated that certain of the above second-tier subsidiary 
companies (‘coal mining companies”) engage in coal min- 
ing operations in West Virginia and Ohio, as part of the AEP 
System's program for fuel procurement. Under West Vir- 
ginia law, a prerequisite to the issuance of a surface mining 
permit is the posting with the State Department of Natural 
Resources of a reclamation bond in the amount of $1,000 
per acre to be mined to assure that mining operations will 
be conducted in accordance with the permit issued and that 
all reclamation will be completed after mining has been 
terminated. It is further stated that the reclamation bonds 
must be posted by a corporate surety that is independent of 
the mining operator. Similarly, the Ohio Department of 
Natural Resources requires a reclamation bond, in an 
amount equal to the cost of reclamation. It is stated that the 
coal mining companies have experienced difficulties in 
obtaining reclamation bonds, with surety companies either 
refusing to issue such bonds or issuing bonds only upon 
indemnification by AEP. It is further stated that Seaboard 
has issued the reclamation bonds without requiring present 
indemnification from AEP, but subject to AEP'’s filing of the 
instant declaration seeking Commission approval for AEP to 
indemnify Seaboard. The maximum amount of indemnity at 
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any one time outstanding with respect to the reclamation 
bonds will not exceed $30,000,000. 


It is stated that the above AEP subsidiaries and second-tier 
subsidiaries are self-insured as to workmen's compensation 
liability, with such self-insurance resulting in savings over 
the cost of purchased workmen's compensation insurance. 
In West Virginia, the Commission of the Workmen's Com- 
pensation Fund had required that, effective July 1, 1976, all 
self-insured employers must post $1,000,000 bonds. Simi- 
larly, the state of Ohio's Industrial Commission has currently 
required self-insuring employers to post bonds of not less 
than $100,000 nor more than $1,000,000 each. It is further 
stated that surety companies were unwilling to issue the 
workmen's compensation bonds without indemnification by 
AEP; but that Seaboard has issued the bonds without 
present indemnification, subject to AEP’s filing of the instant 
declaration seeking Commission approval to indemnify Sea- 
board. The maximum amount of indemnity at any one time 
outstanding with respect to the workmen's compensation 
bonds will not exceed $15,000,000. 


It is stated that the above coal mining companies are 
presently self-insured as to black lung disability benefits 
provided to miners by the Federal Coal Mine Health and 
Safety Act of 1969. The United States Department of Labor 
has required, as a condition to such self-insurance, that 
disability bonds be provided to the Federal Government, 
insuring payment of black lung disability claims. It is further 
stated that the coal mining companies have found it difficult 
to renew such disability bonds, and that Seaboard has 
agreed to provide the required bonds, subject to AEP’s 
seeking Commission approval to indemnify Seaboard. The 
disability bonds will not exceed $2,000,000. 


It is further proposed that AEP, on behalf of Ohio, and Ohio, 
on behalf of its subsidiaries, Ohio Electric and Cardinal, 
enter into contracts of guaranty with the Ohio Industrial 
Commission. Said commission has required these contracts 
in order to assure the payment of workmen's compensation 
Claims by the respective parent of each subsidiary com- 
pany, should the subsidiary fail to make such payments. 
Such contracts of guaranty are required on or before 
November 1, 1976. 


The fees and expenses to be paid, including legal fees, are 
estimated as not to exceed $2,500. It is stated that AEP will 
not make any charge to any System company with respect 
to either indemnification under the bonds or the contracts of 
guaranty and that Ohio will not make any charge to any 
System Company with respect to the contracts of guaranty. 
No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19702), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration be permitted 
to become effective: 





q) 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration be, and it 
hereby is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19733/October 29, 1976 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron Ohio 44308 


(70-5918) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND PREFERRED STOCK 
AT COMPETITIVE BIDDING AND THE ISSUANCE OF 
BONDS FOR SINKING FUND PURPOSES 


NOTICE IS HEREBY GIVEN that the Ohio Edison Company 
(“Ohio Edison’), a registered holding company, has filed an 
application-declaration and an amendment thereto, with this 
Commission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating sections 6(a), 7 and 12(e) 
of the Act and Rules 42, 50 and 100(a), promulgated 
thereunder, as applicable to the following proposed transac- 
tion. All interested persons are referred to the amended 
application-declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Ohio Edison Company (“Ohio Edison”) proposes to issue 
and sell, subject to the competitive bidding requirements of 
Rule 50 under the Act either up to 400,000 shares of a new 
series of its authorized Preferred Stock, $100 par value or 
up to 1,600,000 shares of a new series of its authorized 
Class A Preferred Stock, $25 par value (‘new preferred 
stock’). Ohio Edison proposes to make a decision as to the 
class of preferred stock to be sold no later than five 
business days prior to the time designated for the submis- 
sion of proposals. The dividend rate (which shall be a 
multiple of .04% if Preferred Stock is to be sold or .16% if 
Class A Preferred Stock is to be sold) and the purchase 
price, which shall not be less than 100% nor more than 
102.75% of the par value share, plus accrued dividends, will 
be determined by competitive bidding. Bidders will specify 
separately (and not take such amount into account in 
specifying the purchase price of the new preferred stock) 
the amount to be paid as underwriting compensation if the 
purchaser or purchasers thereof propose to make a public 
offering. 


The new preferred stock will be identical in all respects to 
the presently outstanding shares of Ohio Edison Preferred 
Stock, except as to par value (if Class A Preferred Stock is 
sold), rate of dividend and dividend payment dates, terms of 
redemption, amount payable on voluntary and involuntary 
liquidation (if Class A Preferred Stock is sold) and sinking 
fund requirements, if any, which will be determined prior to 
issue. No shares of the new preferred stock will be redeem- 
able prior to December 1, 1981 if the redemption is for the 
purpose or in anticipation of refunding such shares directly 
or indirectly through the incurring of debt, or through the 
issuance of stock ranking equally with or prior to the new 
series of preferred stock as to dividends or assets, if such 
debt has an effective interest cost to Ohio Edison or such 
stock has an effective dividend cost (so computed) of less 
than the effective dividend cost to Ohio Edison of the new 
series of preferred stock. Ohio Edison anticipates that it may 
become necessary to include in the terms of the new 
preferred stock a provision for a sinking fund pursuant to 
which it will be required, beginning in 1981, to retire up to 
5% of the shares of the new preferred stock annually. 


Ohio Edison also proposes to issue and sell at a competitive 
bidding up to $60,000,000 principal amount of its First 
Mortgage Bonds (‘‘new bonds”), in one or more series, each 
series to mature in not less than 5 nor more than 30 years. 
The price, which will not be less than 100% (unless Ohio 
Edison shall authorize a lower percentage, not less than 
99%) nor more than 1023/4% of the principal amount thereof 
and accrued interest and the interest rate (which will be a 
multiple of 1/3 of 1%) will be determined by competitive 
bidding. 


The new bonds are proposed to be issued under the Ohio 
Edison Indenture dated as of August 1, 1930, to Bankers 
Trust Company, as Trustee, as heretofore amended and 
supplemented and as proposed to be amended and supple- 
mented by a Twenty-fifth Supplemental Indenture to be 
dated as of the first day of the calendar month in which the 
new bonds are issued. 


The proceeds from the sale of the new preferred stock and 
the new bonds are to provide funds for the repayment in 
part of unsecured short-term debt (estimated to amount to 
$80,000,000 at the time of such issue of which $62,000,000 
is expected to be repaid) and to provide funds for its 
construction program which is estimated at approximately 
$290,868,000 for 1976 and $381 ,000,000 for 1977. 


Ohio Edison also proposes to issue on or about May 1 and 
November 1 of 1977 a total of $12,285,000 principal amount 
of its First Mortgage Bonds, 3'/4% Series of 1955 due 1985 
(“Sinking Fund Bonds”), such bonds to be issued under its 
Indenture dated as of August 1, 1930, to Bankers Trust 
Company, as Trustee, as amended and supplemented. The 
Sinking Fund Bonds are to be of the series provided for by 
the Twelfth Supplemental Indenture dated as of May 1, 
1955, and will be identical in all respects with the sinking 
fund bonds of this series. 


Ohio Edison proposes to use the Sinking Fund Bonds solely 
to obtain the inclusion in its general funds, through the 
authentication and delivery by the Trustees and surrender 
by it to the Trustee for cancellation of Sinking Fund Bonds, 
of the sinking fund payments on deposit or required to be 
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made with the Trustee under the improvement and sinking 
fund provisions of the Mortgage in 1977. 


The fees and expenses to be paid in connection with the 
proposed transactions will be supplied by amendment. It is 
stated that the proposed issue and sale of the new series of 
preferred stock, the issue and sale of the new bonds and 
the issue and use of the Sinking Fund Bonds must all be 
approved by the Public Utilities Commission of Ohio and 
that no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 22, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended, or 
as it may be further amended, may be granted and permit- 
ted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19734/October 29, 1976 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5904) 

ORDER AUTHORIZING ISSUANCE AND SALE OF 
NOTES TO BANKS AND/OR A DEALER IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE BIDDING 


Arkansas Power & Light Company (“Arkansas”), a public- 
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utility subsidiary company of Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, has filed a 
declaration with this Commission pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(5) promulgated thereunder regarding 
the following proposed transactions. 


By order dated April 7, 1975 (HCAR No. 18912), the 
Commission authorized Arkansas to issue and sell, from 
time to time through December 31, 1976, up to $95,000,000 
aggregate principal amount outstanding at any one time of 
unsecured short-term promissory notes to a group of banks 
and/or a commercial paper dealer. 


Arkansas now proposes to revise the foregoing program 
and to issue and sell, from time to time through September 
30, 1978, unsecured short-term promissory notes (including 
commercial paper) to various commercial banks and/or a 
dealer in commercial paper in an aggregate principal 
amount outstanding at any one time not to exceed 
$110,000,000. 


The notes proposed to be issued and sold to commercial 
banks will be in the form of unsecured promissory notes 
payable not more than nine months from the date of 
issuance with right of renewal, will bear interest at the prime 
commercial bank rate in effect at the lending bank on the 
date of issuance or from time to time depending upon the 
requirements of the lending bank, and will, at the option of 
Arkansas, be prepayable, in whole or in part, at any time 
without premium or penalty. While no formal commitments 


for future borrowings have been made with any bank, it is 


expected that the banks to whom such notes will be issued 
and sold and the maximum amount to be issued and 
outstanding at any one time to each such bank will be 
substantially as follows: 


Maximum 
Amount to be 
Borrowed 

First National Bank of Eastern Arkansas, 

Forrest City, Arkansas $ 300,000 
Arkansas Bank & Trust Company, Hot 

Springs, Arkansas 800,000 
First National Bank of Hot Springs, 

Arkansas 500,000 
The Commercial National Bank, Little 

Lock, Arkansas 1,000,000 
First National Bank in Little.Rock, 

Arkansas 4,000,000 
Union National Bank, Little Rock, 

Arkansas 1,500,000 
Worthen Bank & Trust Company, Little 

Rock, Arkansas 3,000,000 
Irving Trust Company, New York, N.Y. 5,000,000 
Manufacturers Hanover Trust Company, 

New York, N.Y. 45,000,000 
Morgan Guaranty Trust Company of New 

York, New York 8,000,000 
National Bank of Commerce, Pine Bluff, 

Arkansas 1,500,000 
Simmons First National Bank, Pine Bluff, 

Arkansas 14,000,000 


Peoples Bank & Trust Company, 
Russellville, Arkansas 
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Maximum 
Amount to be 


Borrowed 
Chemical Bank, New York, N.Y. 2,500,000 
Marine Midland Trust Company, New 
York, N.Y. 2,500,000 


Total $89,900,000 


Except as indicated above, Arkansas will not effect borrow- 
ings from banks pursuant to this declaration until it shall 
have filed an amendment setting forth the name or names 
of the banks from which such other borrowings are to be 
effected and the amounts thereof and such other borrow- 
ings shall have been authorized by order of this Commis- 
sion. 


Arkansas maintains daily operating balances with the above 
Arkansas banks. If balances were to be maintained solely 
for the purpose of satisfying a compensating balance re- 
quirement at a rate of 15% and assuming a 7% prime rate, 
the effective interest cost would be 8.24%. The above non- 
Arkansas banks may require compensating balances of 
10% of the amount of the commitment for loans plus 10% of 
the average annual amount of the loans outstanding from 
those banks. Assuming a 7% prime rate and a 20% 
compensating balance, the effective interest cost on loans 
from the non-Arkansas banks would be 8.75%. 


The proposed commercial paper will be in the form of 
unsecured promissory notes with varying maturities not to 
exceed 270 days, the actual maturities to be determined by 
market conditions, effective cost of money to the company, 
and Arkansas’ anticipated cash requirements at the time of 
issuance. In accordance with the established custom and 
practices in the market, the proposed commercial paper will 
not be payable prior to maturity. Arkansas proposes to 
issue, reissue, and sell commercial paper in denominations 
of not less than $100,000 directly to Salomon Brothers, a 
dealer in commercial paper, at a discount which will not be 
in excess of the discount rate per annum prevailing at the 
date of issuance for commercial paper of comparable qual- 
ity of that particular maturity sold by public-utility issuers to 
commercial paper dealers. No commission or fee will be 
payable by Arkansas in connection with the issuance and 
sale of the commercial paper. The dealer, as principal, will 
reoffer and sell the commercial paper at a discount rate of 
1/3 of 1% per annum less than the prevailing discount rate to 
Arkansas in such a manner as not to constitute a public 
offering. The dealer in reoffering the commercial paper will 
limit the reoffer and sale to a non-public customer list of not 
more than 200 buyers of commercial paper. Such list will be 
furnished to the Commission, and no change will be made 
therein without advising the Commission of such change. It 
is anticipated that the commercial paper will be held by the 
buyers to maturity; however, the dealer may, if desired by a 
buyer, repurchase the commercial paper for resale to others 
on the list of customers. 


Arkansas asserts that the issue and sale of the commercial 
paper should be excepted from the competitive bidding 
requirements of Rule 50 because the commercial paper will 
have a maturity not in excess of 270 days, current rates for 
commercial paper for such prime borrowers as Arkansas 


are published daily in financial publications, and it is not 
practical to invite bids for commercial paper. Arkansas 
further requests that it be granted authority to file on a 
quarterly basis its certificates under Rule 24 with respect to 
the issuance and sale, from time to time, of the proposed 
bank notes and commercial paper. 


As of July 31, 1976, Arkansas’ construction program is 
expected to result in expenditures of approximately 
$205,300,000 in 1977 and $156,200,000 in 1978. The net 
proceeds to be received by Arkansas from the issuance and 
sale of the proposed bank notes and commercial paper, 
together with other funds available from time to time from 
operations or derived from the issuance and sale of long- 
term debt and/or equity securities, will be applied to the 
company’s construction program. .As such notes mature, 
they will be renewed (but to mature not later than June 30, 
1979) or repaid out of funds then available to Arkansas from 
its operations or derived from the issuance and sale of 
similar securities or long-term debt and/or equity securities. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19692), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration be permitted 
to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration be, and it 
hereby is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19735/October 29, 1976 


In the Matter of 

MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 

Fairmont, West Virginia 26554 


(70-5913) 
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NOTICE OF PROPOSED ISSUANCE AND SALE OF CU- 
MULATIVE PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (‘“Monongaheia’), a public utility subsidiary com- 
pany of Allegheny Power System, Inc. (“APS”) has filed an 
application-declaration with this Commission pursuant to the 
Public Utility Holding Company Act (‘Act’) designating 
Sections 6 and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed transac- 
tion. All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Upon amendment of its Charter, Monongahela proposes to 
increase the number of shares of Cumulative Preferred 
Stock which it is authorized to issue from 540,000 shares to 
690,000 shares. Monongahela proposes to issue and sell 
an aggregate amount, not to exceed 150,000 shares of its 
$100 par value Cumulative Preferred Stock (‘Stock’). The 
annual dividend rate (which shall be expressed in a multiple 
of $0.04) to be borne by the Stock and the price to be paid 
to Monongahela (which shall not be less than $100 per 
share and shall not exceed $102.75 per share) will be 
determined by competitive bidding. Monongahela proposes 
to publicly invite sealed written proposals for the Stock at 
least six days prior to entering into any contract or agree- 
ment for the issuance and sale of the Stock. It is proposed 
that the Stock will be redeemable at any time at the option 
of Monongahela except that prior to December 1, 1981, the 
Stock shall not be redeemable, directly or indirectly, with, or 
in anticipation of, monies borrowed or the proceeds of the 
sale of preferred stock at a cost of money less than the cost 
of money to Monongahela in respect of such Stock. 


Monongahela requires the proceeds from the sale of the 
Stock to finance its construction program and to prepay, to 
the extent desirable, short term debt. At the time of issuance 
of the Stock, Monongahela does not expect to have any 
outstanding short term bank notes. As of September 30, 
1976, Mongahela’s gross construction expenditures for 
1976, 1977 and 1978 are expected to aggregate about $230 
million. 


The Public Utilities Commission of Ohio has jurisdiction over 
the proposed transaction. No other State commission or 
Federal commission, other than this Commission, has juris- 
diction over the proposed transaction. The fees and ex- 
penses to be incurred with this transaction will be supplied 
by amendment. 


NOTICE 1S FURTHER GIVEN, that any interested person 
may, not later than November 19, 1976, request in writing 
that a hearing be held on such matter stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address, and 
proof of service (by affidavit or, in the case of an attorney at 
law, by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
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amended or as it may be further amended, may be permit- 
ted and granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19736/October 29, 1976 


In the Matter of 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-5914) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF PRE- 
FERRED STOCK 


NOTICE IS HEREBY GIVEN that West Penn Power Com- 
pany (“West Penn’), a public utility subsidiary company of 
Allegheny Power Systems, Inc. (“APS”) has filed an appli- 
cation-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’) desig- 
nating Sections 6 and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed transac- 
tion. All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


West Penn proposes to issue and sell an aggregate amount 
not to exceed 200,000 shares of its $100 par value Pre- 
ferred Stock, Series J (“Additional Preferred Stock”). The 
annual! dividend rate (which shall be expressed in a multiple 
of $.04) to be borne by the Additional Preferred Stock and 
the price to be paid to West Penn (which shall not be less 
than $100 per share and shall not exceed $102.75 per 
share) will be determined by competitive bidding. West 
Penn proposes to publicly invite sealed written proposals for 
the Additional Preferred Stock at least six days prior to 
entering into any contract or agreement for the issuance 
and sale of the Additional Preferred Stock. It is proposed 
that the Additional Preferred Stock will be redeemable at 
any time at the option of the Company except that prior to 
December 1, 1981, the Additional Preferred Stock shall not 
be redeemable, directly or indirectly, with, or in anticipation 
of, monies borrowed or the proceeds of the sale of preferred 
stock at a cost of money less than the cost of money to 








———— 


West Penn in respect of such Additional Preferred Stock. 


West Penn requires the proceeds from the sale of the 
Additional Preferred Stock to finance its construction pro- 
gram and to prepay, to the extent desirable, short term debt. 
At the time of issuance of the Additional Preferred Stock, 
West Penn expects about $15 million of short term noes to 
banks and commercial paper to be outstanding. As of 
September 30, 1976, West Penn's gross construction ex- 
penditures for 1976, 1977 and 1978 were expected to 
aggregate about $375 million. 


The Pennsylvania Public Utility Commission has jurisdiction 
over the proposed transaction. No other State or Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. The fees and expenses to be 
incurred in connection with this transaction will be supplied 
by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 19, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended, or 
as it may be further amended, may be permitted and 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19737/November 1, 1976 


In the Matter of 

GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 

New York, New York 10005 


(70-5817) 


NOTICE OF FILING OF POST-EFFECTIVE AMENDMENT 
REGARDING INCREASING THE AGGREGATE MAXIMUM 
AMOUNT OF CAPITAL CONTRIBUTIONS TO SUBSIDI- 
ARY COMPANIES 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, has 
filed with this Commission a post-effective amendment to 
the declaration previously filed in this matter, pursuant to 
Section 12(b) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 45 promulgated thereunder regarding 
the following proposed transaction. All interested persons 
are referred to the declaration, as now amended, which is 
summarized below, for a complete statement of the pro- 
posed transaction. 


By order dated April 6, 1976 (HCAR No. 19470), the 
Commission authorized GPU to make cash capital contribu- 
tions, from time to time during the period ending December 
31, 1976, to Jersey Central Power & Light Company (‘‘Jer- 
sey Central”), Pennsylvania Electric Company (‘Penelec’), 
and Waterford Electric Light Cornpany (‘Waterford’), elec- 
tric utility subsidiary companies of GPU, of such amounts 
as, together with the aggregate contributions previously 
made during 1976 by GPU to such companies pursuant to 
the Commission's authorization granted in File No. 70-5464, 
will not exceed $50,000,000; provided, however, that such 
aggregate cash capital contributions to Waterford shall in no 
event exceed $200,000. 


GPU now proposes to increase the aggregate maximum 
amount of cash capital contributions it may make, from time 
to time during the period ending December 31, 1976, to its 
subsidiaries Jersey Central, Penelec, and Waterford from 
$50,000,000 to $70,180,000; provided, however, that such 
aggregate cash capital contributions to Waterford shall in no 
event exceed $180,000. 


Through September 30, 1976, GPU has made cash capital 
contributions aggregating $30,050,000, as follows: 


Jersey Central $10,000,000 
Penelec 20,000,000 
Waterford 50,000 

$30,050,000 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than November 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
declaration which he desires to controvert: or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
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request. At any time after said date, the declaration, as now 
amended, or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19738/November 1, 1976 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P. O. Box 1631 
Wilmington, Delaware 19899 


(70-5921) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK BY COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South West 
Corporation (“CSW”), a registered holding company, has 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”) designating Sections 6(a) and 7 of the Act and Rule 
50 promulgated thereunder as applicable to the proposed 
transaction. Ail interested persons are referred to the appli- 
cation-declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 


CSW proposes to issue and sell, pursuant to the competi- 
tive bidding requirements of Rule 50 under the Act, up to 
6,532,108 shares of its authorized and unissued common 
stock, par value $3.50 per share (‘stock’). The exact 
number of shares of stock to be sold will be determined by 
CSW in light of market conditions at the time of sale. CSW 
intends to sell a sufficient number of shares to provide net 
proceeds to CSW of approximately $100,000,000. 


Net proceeds of the sale of the stock will be used by CSW 
to (i) pay in full short-term borrowings outstanding at the 
time of sale, such borrowings being estimated to amount to 
$53,000,000, and (ii) the remainder of the proceeds will be 
used to contribute as additional common stock equity of two 
of CSW's subsidiaries, Central Power and Light Company 
and Public Service Company of Oklahoma. The making of 
such contributions to the subsidiaries will be the subject of 
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further filings with this Commission. The subsidiaries would 
use the contributions to fund in part their construction 
expenditures. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction will be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 24, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, and reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
requests should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the Genera! Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19739/November 1, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 

225 Baronne Street 

New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 








Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-5259) 


NOTICE OF THIRD POST-EFFECTIVE AMENDMENT RE- 
GARDING LINE OF CREDIT BETWEEN BANK AND NON- 
UTILITY SUBSIDIARY COMPANY TO FINANCE FUEL 
PROCUREMENT FOR OWNER ASSOCIATE UTILITY 
COMPANIES 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, its public- 
utility subsidiary companies, Arkansas Power & Light Com- 
pany (“Arkansas”), Louisiana Power & Light Company 
(“Louisiana”), Mississippi Power & Light Company (‘‘Missis- 
sippi’), and New Orleans Public Service Inc. (“NOPSI") 
(collectively referred to as “Operating Companies’), and 
System Fuels, Inc. (“SFI”), a jointly-owned nonutility subsid- 
iary company of Operating Companies, have filed with this 
Commission a third post-effective amendment to the decia- 
ration in this proceeding pursuant to Sections 6(a), 7, and 
12(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 45 promulgated thereunder regarding the 
following proposed transactions. All interested persons are 
referred to the amended declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


By orders in this proceeding dated December 8, 1972, 
September 17, 1973, and November 25, 1974 (HCAR Nos. 
17797, 18097, and 18679), the Commission authorized SFI 
to issue and sell its unsecured promissory notes, in an 
aggregate amount not exceeding $25,090,000 outstanding 
at any one time, to Hibernia National Bank in New Orleans 
(“Hibernia”) from time to time for a period of four years from 
the date of a loan agreement (December 8, 1972) among 
Hibernia, SFI, Operating Companies, and Middle South. 
Under the loan agreement, nine other banks are participat- 
ing to the extent of $21,590,000 or 86.1% of the borrowings. 
It is stated that as of October 1, 1976, SFI had issued notes 
under the line of credit in the aggregate principal amount of 
$25,090,000, the proceeds of which were applied by SFI 
toward the purchase of oi! for use as fuel by Arkansas, 
Louisiana, Mississippi, NOPSI, and Arkansas-Missouri 
Power Company. 


It is now proposed that the period of the borrowings be 
extended for two more years so that notes issued pursuant 
to the loan agreement will be payable on or before Decem- 
ber 8, 1978. Section 4 of the loan agreement will be 
amended to modify the method for determining the rate of 
interest from one based on the average rate plus three- 
fourths of one percent (3/4%) charged on commercial loans 
of 90-day maturities by the three banks having the largest 
participation in the loans to SFI to one based on the rate 
charged by Citibank, N.A., New York, New York, on com- 
mercial loans of 90-day maturities plus three-fourths of one 
percent (3/4%). Section 6(b) of the loan agreement will also 
be amended to provide for the maintenance of the present 
proportions of ownership of the common stock of SFI and to 


enable SFI to make repayments of any existing or future 
indebtedness of SFI to Arkansas, Louisiana, Mississippi, or 
NOPSI or all of them provided it is not in default under the 
loan agreement or under the terms of any other agreement 
for borrowed money and provided further that such repay- 
ments cannot be made if after any repayment the total! of 
SFl's capital stock, surplus, and indebetedness to its parent 
companies would be less than 35% of SFl’s total capitaliza- 
tion including indebtedness due within one year. All the 
other terms and conditions related to the borrowings remain 
the same. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail upon the declarants at the above- 
stated addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declaration, as 
now amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Reguia- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19740/November 1, 1976 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5895) 
SUPPLEMENTAL ORDER RELEASING JURISDICTION 


By order dated October 22, 1976 (HCAR No. 19728) in this 
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proceeding, Georgia Power Company (‘Georgia’) an elec- 
tric utility subsidiary company of The Southern Company, a 
registered holding company, was authorized to enter into 
agreements (‘Agreements’) with Putnam, Appling, Heard 
and Coweta Counties, Georgia (‘Counties’) for the con- 
struction of pollution control facilities financed by a sale of 
pollution control revenue bonds (“Revenue Bonds") and 
industrial development revenue bonds (‘‘Small Issue 
Bonds”) by the Counties in a maximum aggregate principal 
amount of up to $120,000,000. The Agreements also pro- 
vided that the facilities constructed would be sold to Geor- 
gia, the purchase price to be paid in semi-annual install- 
ments over a term of years and in an amount sufficient to 
pay the principal and interest on the bonds as the amounts 
become due and payable. Georgia was also authorized to 
issue first mortgage bonds to serve as collateral for its 
obligations under the Agreements, in amounts equal to the 
principal amounts of the bonds issued by the Counties. 
Georgia's first mortgage bonds were sold pursuant to an 
exception from the competitive bidding requirements of Rule 
50. Jurisdiction was reserved with respect to the semi- 
annual installment payment obligations to be undertaken by 
Georgia pursuant to the proposed Agreements with the 
Development Authorities of the Counties, insofar as such 
payments are affected by the effective interest rate or rates 
of the bonds to be sold by the Authorities in connection with 
the proposed transactions. 


Georgia has filed a post-effective amendment in this pro- 
ceeding informing the Commission that arrangements have 
been entered into with a group of underwritiers for the sale 
of Revenue Bonds and Small Issue Bonds to be issued by 
Appling and Heard Counties. Appling County will issue 
$12,800,000 of Revenue Bonds and $1,000,000 of Small 
Issue Bonds. Heard County will issue $26,000,000 of Reve- 
nue Bonds and $1,000,000 of Small Issue Bonds. All of 
such bonds will mature November 1, 2006 and will pay 
interest at a rate of 65/4% per year. The effective interest 
cost to the Development Authorities will be 6.91% per year. 


The record remains incomplete with respect to the bonds to 
be issued by the Development Authorities of Putnam and 
Coweta Counties. 


it is found that, under current conditions, the interest rate to 
be born by Georgia's collateral bonds and the installment 
payment obligations to be undertaken by Georgia in con- 
nection with the proposed transaction are reasonable and 
that all the requirements of the Act and the rules thereunder 
are satisfied with respect to the issuance of collateral bonds 
by Georgia in connection with the issuance of Revenue 
Bonds and Small issue Bonds by the Development Authori- 
ties by Appling and Heard Counties. 


IT IS ORDERED that the jurisdiction reserved in the order of 
October 22, 1976, with respect to the semi-annual install- 
ment payment obligations to be undertaken by Georgia 
pursuant to its Agreements with the Development Authori- 
ties of Appling and Heard Counties be, and it hereby is, 
released, and that the proposed transactions may be con- 
summated, without further order, in accordance with Rule 
24. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the semi-annual install- 
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ment payment obligations to be undertaken by Georgia 
pursuant to the proposed Agreements with the Development 
Authorities of Putnam and Coweta Counties, insofar as such 
payments are affected by the effective interest rate or rates 
of the pollution control revenue bonds to be sold by such 
Development Authorities. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
Release No. 19741/November 2, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5758/November 2, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19742/November 2, 1976 


In the Matter of 


NEW ORLEANS PUBLIC SERVICE, INC. 
P. O. Box 60340 
New Orleans, Louisiana 70160 


(54-254) 


SUPPLEMENTAL NOTICE EXTENDING PERIOD DURING 
WHICH INTERESTED PARTIES MAY REQUEST A HEAR- 
ING 


By a notice dated October 20, 1976 (HCAR No. 19719), 
notice was given of a plan filed with this Commission by 
New Orleans Public Service, Inc. (“NOPSI"), a wholly 
owned subsidiary of Middle South Utilities, Inc., a registered 
holding company, under Section 11(e) of the Public Utility 
Holding Company Act of 1935 (‘Act’) for the divestiture of 
its transit properties. The plan provides that NOPSI will 
tender the transit properties to the City of New Orleans 
(“City”) for purchase at the option price provided in the 
franchise and transit permits granted NOPSI by the City: 
NOPSI plans to surrender its franchise and transit permits 
and discontinue transit operations no later than December 
31, 1976, unless, in the meantime, the City exercises its 
option or makes other arrangements satisfactory to NOPSI 
for a sale of the properties to others. If a purchase by the 
City or other acceptable arrangements are not agreed to 











NOPSI will dispose of the properties in accordance with the 
applicable provisions of the Act and Rules thereunder. 


In order to clarify the record and the legal implications of the 
plan NOPSI was requested, in the notice, to supplement its 
application and submit a memorandum of law, within 15 
days of the effective date of the notice, addressed to certain 
questions set forth in the notice. 


NOPSI has found it impracticable to reply adequately to the 
Commission's request within the alloted 15 days. Accord- 
ingly, NOPSI has been granted by the Commission an 
extension until December 2, 1976. to file its reply. In order to 
afford interested persons an opportunity to respond to the 
application as it will be amended and clarified by NOPSI’s 
response to the Commission’s request, the period during 
which a request for a hearing may be made of the Commis- 
sion has been extended until December 20, 1976. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than December 20, 1976, request in writing 
that a hearing be held on such maiter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon the 
applicants at the above stated address, and proof of service 
(by affidavit or, in case of an attorney at lew, by certificate) 
should be filed with the request. At any time after said date, 
the application, as filed or as it may be amended, may be 
granted effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, including 


the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secreiary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19743/November 3, 1976 


In the Matter of 

ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-5568 ) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING FINANCING OF POLLUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Alabama Power Company 
(“Alabama”), an electric utility subsidiary company of The 
Southern Company, a registered holding company, has filed 
with this Commission a post-effective amendment to the 
application in this proceeding pursuant to Sections 9(a) and 
10 of the Public Utility Holding Company Act of 1935 (‘Act’) 
regarding the following proposed transaction. Ail interested 
persons are referred to the amended application, which is 
summarized below, for a complete statement of the pro- 
posed transaction. 


In accordance with orders in this proceeding dated Novem- 
ber 21, 1974, and December 19, 1974 (HCAR Nos. 18670 
and 18721), Alabama entered into an Installment Sale 
Agreement dated as of December 1, 1974 (‘Agreement’) 
with the Industrial Development Board of the City of Mobile, 
Alabama (‘‘Board”) to finance certain pollution control facili- 
ties at Alabama’s Barry and Chickasaw Steam Plants (such 
facilities at such plants referred to hereafter as the “Proj- 
ect”). Pursuant to such Agreement, the Board purchased 
the then existing portions of the Project and undertook to 
complete its construction and to sell the complete Project to 
Alabama for a purchase price payable in semi-annual 
installments over a term of years. To secure its obligations 
under the Agreement, Alabama granted to the Board a 
security interest in the Project subordinate to the lien of the 
Indenture dated as of January 1, 1942, between Alabama 
and Chemical Bank, as Trustee, as supplemented and 
amended. The Board issued its pollution control revenue 
bonds (‘Original Bonds”) pursuant to a Trust Indenture 
dated as of December 1, 1974 (‘Indenture’) in the aggre- 
gate principal amount of $29,700,000, then estimated to be 
sufficient to cover the Cost of Construction (as defined in 
the Agreement) of the Project. The Board assigned all its 
right, title, and interest in the Agreement, including such 
subordinate security interest, to the Revenue Bond Trustee 
as security for the pollution contro! revenue bonds, including 
the Original Bonds, to be issued under the Indenture. The 
proceeds of the sale of the Original Bonds were deposited 
by the Board with the Trustee under the indenture (‘“Reve- 
nue Bond Trustee’). Such proceeds have been applied to 
payment of the Cost of Construction of the Project. 


Alabama has determined, however, that the total Cost of 
Construction of the Project will exceed the proceeds of the 
Original Bonds. Consequently, Alabama intends to request 
that the Board issue up to $9,000,000 in additiona! revenue 
bonds (“Additional Bonds”). Upon issuance of the Additional 
Bonds, Alabama’s obligation under the Agreement to make 
semi-annual purchase price payments will be increased to 
require additional payments sufficient (together with other 
moneys held by the Revenue Bond Trustee under the 
Indenture for that purpose to pay the principal of and 
interest on the Additional Bonds as they become due and 
payable. The Board and the Revenue Bond Trustee will 
enter into a supplement (“Supplement”) to the Indenture 
providing for the Additional Bonds. The Supplement will 
provide for redemption provisions for the Additional Bonds 
comparable to those provided for the Original Bonds. As 
with the Original Bonds, the Additional Bonds will mature 
not more than 30 years from the first day of the month in 
which they are initially issued and will be entitled to the 
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benefit of serial maturities and/or a mandatory redemption 
sinking fund calculated to retire not less than 25% of the 
aggregate principal amount prior to maturity. Alabama and 
the Board will execute and deliver to the Revenue Bond 
Trustee, as required by the Indenture, a supplement to the 
Agreement providing for the payment of all expenses and 
costs incurred or to be incurred by virtue of the issuance of 
the Additional Bonds 


It is contemplated that arrangements will be made by the 
Board with one or more investment bankers providing for 
the placement for underwriting of the Additional Bonds. 
Alabama will not be party to such arrangements. In accord- 
ance with the laws of the State of Alabama, the interest rate 
to be borne by the Additional Bonds will be fixed by the 
Board. Bond counsel are to issue an opinion that interest on 
the Additional Bonds presently is exempt from Federal 
income taxation. Alabama has been advised that the annual 
interest rate on obligations, the interest on which is tax 
exempt, historically have been and can be expected at the 
time of issue of the Additional Bonds, to be 11/2% to 21/2% 
lower than the rates of obligations of like tenor and compa- 
rable quality, interest on which is fully subject to Federal 
income taxation. 


lt is stated that the fees, commissions, and expenses to be 
paid or incurred, directly or indirectly, in connection with the 
post-effective amendment (as distinguished from and ex- 
cluding fees, commissions, and expenses incurred or to be 
incurred in connection with the sale of the Revenue Bonds 
by the Board payable out of the proceeds of such sale) will 
be filed by amendment. It is further stated that the incurring 
of the obligations under the Agreement by Alabama has 
been authorized by the Alabama Public Service Commis- 
sion and that no other State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
application which he desires to controvert; or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in the case of 
an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as now 
amended or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19744/November 3, 1976 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5909) 


ORDER AUTHORIZING SALE OF TRANSMISSION FACIL- 
ITY 


Alabama Power Company (‘Alabama’), an electric utility 
subsidiary of The Southern Company, a registered holding 
company, has filed a declaration with this Commission 
pursuant to Section 12(d) of the Public Utility Holding 
Company Act of 1935 (‘‘Act”) and Rule 44 promulgated 
thereunder as applicable to the proposed transaction. 


Alabama proposes to sell its Opp Transmission Substation 
to Alabama Electric Cooperative, Inc. (“Cooperative”) pur- 
suant to the request of the Cooperative. The substation will 
be conveyed from Alabama to the Cooperative by deed and 
bill of sale for a sale price of $1,900,000; depreciated book 
value of the substation was $1,456,736 as of July 31, 1976. 
Alabama will obtain from its first mortgage bond trustee a 
release of the substation from the lien of Alabama’s first 
mortgage indenture. 


Alabama presently delivers power to the Cooperative pur- 
suant to an interconnection agreement, and the Cooperative 
uses the Opp substation in connection with the receipt of 
such power. The Cooperative has paid Aiabama a monthly 
facilities charge in connection with this substation. The 
charge will be eliminated upon the consummation of the 
proposed transaction. There is to be no substantial change 
in the use of the transmission substation. 


It is stated that no State commission and no Federal 
commission, other than this Commission has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19708), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration be permitted 
to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
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the Act and rules thereunder, that said declaration be, and it 
hereby is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19745/November 4, 1976 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74012 


(70-5868 ) 


NOTICE OF PROPOSED (1) ORGANIZATION OF COAL 
MINING SUBSIDIARY BY SUBSIDIARY UTILITY COM- 
PANY (2) ACQUISITION OF STOCK OF COAL MINING 
SUBSIDIARY BY UTILITY AND SHORT-TERM LOANS TO 
SUCH SUBSIDIARY, AND @) SALES OF COAL BY SUB- 
SIDIARY COAL COMPANY TO NON-AFFILIATES 


NOTICE IS HEREBY GIVEN that Public Service Company 
of Oklahoma (“PSO”), an electric utility subsidiary company 
of Central and South West Corporation, a registered holding 
company, has filed an application-declaration, and amend- 
ments thereto, with this Commission pursuant to the Public 
Utility Holding Company Act of 1985 (‘Act’) designating 
Sections 6, 7, 9(a), 10 and 12 of the Act and Rules 43 and 
45 promulgated thereunder as applicable to the following 
proposed transactions. All interested persons are referred to 
the application-declaration, as amended, which is summa- 
rized below, for a complete statement of the proposed 
transactions. 


PSO requests authority to organize and acquire all of the 
authorized common stock of a new coal mining subsidiary 
corporation, Ash Creek Mining Company (‘Ash Creek’). 
Ash Creek is to be incorporated in Oklahoma with an 
authorized capital of 400,000 shares of common stock, par 
value $10 per share. PSO also proposes to finance coal 
exploration and development expenditures of Ash Creek 
through the sale of stock to PSO and/or through the making 
of loans to Ash Creek, as further detailed below. PSO also 
requests authority to operate Ash Creek and to acquire and 
dispose of any other coal interests in connection with a coal 
exploration and development program, as further described 
herein. 


PSO owns and operates six steam electric generating 
stations in Oklahoma. All of these plants are designed and 


constructed to use natural gas as their primary source of 
fuel. PSO also has two peaking turbine units scheduled to 
be placed in service in 1976 which will burn oil in regular 
operation but which are capable of burning gas. Planned 
base-load units scheduled to be placed in service by PSO 
after 1976 are to be either coal or nuclear fueled. These 
future units are two coal-fired units of 450 Mw each sched- 
uled for service in 1979 and 1980 and two nuclear units of 
1,150 Mw each (700 Mw each of which is committed to 
PSO) for 1983 and 1985. 


PSO states that it has a contract with Kerr-McGee Corpora- 
tion for the supply of a portion of PSO’s future coal needs. 
The Kerr-McGee contract supplies are expected to cover 
most, but not all, of PSO’s coal requirements. PSO states 
that it desires to mine its own coal reserves because of 
uncertainties in price and availability of coal under contract. 
PSO states also that price quotes on other coal supply 
sources have exceeded its estimated cost of Ash Creek 
coal and coal delivered by Kerr-McGee. 


PSO also owns various coal and coal related interests 
which PSO expects to use to supply a portion of the balance 
of its coal requirements. As of March 31, 1976, these 
interests were located in a prospect on the Montana- 
Wyoming border and consisted of (i) coal interests underly- 
ing a 160 acre parcel in Sheridan County, Wyoming (the 
“Carter Farmout’), (ii) surface title to a 3,200 acre ranch in 
Sheridan County, Wyoming, (iii) surface title to a 3,207 acre 
ranch in Big Horn County, Montana (“Montana Ranch’) and 
(iv) an option to purchase all coal and other minerals 
contained in an 168 acre parcel of the Montana Ranch. 
Geological testing and analysis has been conducted on all 
four properties. It is stated that coal in all cases occurs in 
the same seams and has substantially equivalent character- 
istics. The head content of the coal is approximately 9,100 
Btu/lb and it has an average sulphur content by weight of 
.50%. Estimated strippable coal reserves for the four prop- 
erties total 138,000,000 tons. PSO states that the character- 
istics of this coal make it suitable for use in PSO'’s first two 
projected coal-fired units in 1979 and 1980. 


PSO states that it was required by the terms of the lease 
under which it holds its interests in the Carter Farmout to 
commence development of a mine by February 16, 1976 
and to continue development thereafter. PSO has filed a 
mine plan and obtained all necessary permits and licenses. 
It is stated that there is no present litigation or proceeding 
pending that would prevent PSO’s development and opera- 
tion of a mine on the Carter Farmout. PSO has commenced 
operations through a contractor to remove the overburden. 
Initial removal of overburden and construction of on-site 
facilities will require approximately 30 months 


During the time of development of the Carter Farmout, PSO 
proposes to sell minor quantities of coal to nonaffiliates. 
These sales will be the minimum necessary amounts to 
reserve the Carter Farmout lease and permit the efficient 
utilization of basic equipment. If feasible, PSO states that it 
will exchange coal produced during this period for like 
quantities of coal to be delivered at a date after PSO's first 
coal fired unit is operational or for power from another utility. 


"PSO expects to be able to accept delivery of coal at the 


PSO Northeastern Station in 1978 where the first two coal 
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fired PSO units are being constructed. PSO’s plans are to 
mine a maximum of 500,000 tons per year from the Carter 
Farmout, resulting in a life of the mine of about 30 years. 
PSO also states that its intent is to expand and consolidate 
its coal holdings so that mining operations can be con- 
ducted on a basis sufficient to supply a number of coal fired 
units projected for the mid and late 1980's and thereafter. 


PSO proposes to transfer to Ash Creek all of PSO’s existing 
coal interests and thereafter to pursue mine development, 
lease assembly, additional property purchases, exploratory 
geological and geophysical work through Ash Creek. Ash 
Creek may enter into joint ventures, disposal of interests, 
incidenta! sales to nonaffiliates, farm-outs, farm-ins or other 
customary transactions. PSO’s present budget for such 
activities, including mine development is as follows: 





1976 1977 TOTAL 
Exploration $ 380,000 $§ 450,000 $ 830,000 
Property 2,500,000 3,000,000 5,500,000 
Mining 5,000,000 5,000,000 10,000,000 
Total $7,880,000 $8,450,000 $16,330,000 


PSO proposes to transfer to Ash Creek all of PSO's existing 
coal interests in exchange for common stock in Ash Creek 
in an aggregate par value equal to PSO’s capital costs 
relating to the coal interests. These capital costs are cur- 
rently estimated at approximately $4,000,000. If the capital 
cost basis exceeds $4,000,000 at the date of transfer, the 
balance of the consideration to be paid by Ash Creek will be 
paid through borrowings by Ash Creek, as detailed further 
below. 


Financing for the above described program through 1977 
will be accomplished (i) through the sale to PSO for cash at 
par of the balance, if any, of Ash Creek’s authorized 
common stock not sold in exchange for the contribution to 
Ash Creek of PSO’s coal interests and (ii) through short- 
term borrowings by Ash Creek from PSO. The borrowings 
will be either open account advances or evidenced by notes 
and will be in an aggregate principal amount at any one time 
outstanding not to exceed $12,500,000. The loans will 
mature not later than December 31, 1977, will be prepaya- 
ble at any time without premium or penalty and will bear 
interest from the date of issuance until payment at a rate 
equal to the daily average rate of interest being paid 
currently from time to time by PSO for outstanding short- 
term borrowings of PSO at such time. !f PSO has no short- 
term borrowings outstanding at any relevani time, the loans 
will bear interest at the prime rate in effect at The First 
National Bank and Trust Company of Tulsa. 


The price of coal sold by Ash Creek to PSO will,be the 
subject of further filings with this Commission. 


li is proposed that Ash Creek file quarterly reports with the 
Commissioner under Rule 24 on interests acquired and 
disposed of, amounts spent and activities undertaken in 
pursuit of the exploration and development program. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. Fees and expenses to be incurred in 
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connection with the proposed transactions are estimated at 
$9,500, including legal fees of $2,500. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mai! upon the applicant-declarant at the above-stated 
address and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application-declara- 
tion, as amended, or as it may be further amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19746/November 4, 1976 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5920) 


NOTICE OF PROPOSED BANK BORROWING BY HOLD- 
ING COMPANY 


NOTICE IS HEREBY GIVEN that Genera! Public Utilities 
Corporation (“GPU”), a regisiered holding company, has 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), desig- 
nating Sections 6(a), 7 and 12 and Rules 42(b)(2) and 
50(a)(2), promulgated thereunder as applicable to the pro- 
posed transaction. All interested persons are referred to the 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


GPU proposes to borrow, on or before January 31, 1977, an 











aggregate of $50,000,000 from a group of commercial 
banks. The names of such banks and the amounts to be 
borrowed from each will be supplied by amendment. The 
borrowings will be evidenced by GPU’s unsecured serial 
notes, maturing in 14 semi-annual installments, the aggre- 
gate principal amount of each of the first 13 installments for 
all borrowings being $2,750,000 and the aggregate principal 
amount of the final installment of all borrowings being 
$14,250,000. Such borrowings shall bear interest at an 
annual rate equal to the following percentages of the prime 
rate for commercial borrowings at each of the lending banks 
as the same shall be in effect from time to time: borrowings 
outstandings during the first two years-115%; during the 
next two years-117%; during the next two years-119%; in 
the final year-120%. Such borrowings shall be repayable, in 
part or in whole, by GPU, at its option, without premium. 
GPU will not be required to maintain any compensating 
balances in respect of such borrowing. 


GPU proposes to utilize the proceeds of the proposed 
borrowings, together with other funds, to redeem the entire 
$58 000,000 principal amount of its outstanding Debenture, 
101/4% Series, due November 1, 1980. The redemption 
price is 103.42% of the principal amount plus accrued 
interest. It is stated that the proposed bank borrowing will 
allow for the orderly and systematic reductions of GPU's 
indebtedness presently evidenced by the Debentures. It is 
also stated that the average life of the proposed borrowings 
will be substantially equal to the remaining period to matu- 
rity of the Debentures, assuming that no borrowings are 
prepaid prior to maturity. 


The fees, commissions and expenses to be paid in connec- 
tion with the proposed transaction will be supplied by 
amendment. It is stated that no state or federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration, as amended, which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the declaration, as amended or as it may be 
further amended, may be permitted to become effective as 
provided in Rule 23 of the General Ruies and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from its rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9499/October 29, 1976 


In the Matter of 


AXE-HOUGHTON FUND A, INC. 
AXE-HOUGHTON FUND B, INC. 
AXE-HOUGHTON STOCK FUND, INC. 


and 


AXE SECURITIES CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-4001) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 

EXEMPTING APPLICANTS FROM THE PROVISIONS OF 

a 22(d) OF THE ACT AND RULE 22d-1 THERE- 
NDER. 


Axe-Houghton Fund A, Inc., Axe Houghton Fund B, Inc., 
and Axe-Houghton Stock Fund, Inc. (collectively referred to 
as the “Funds”), open-end, diversified, management invest- 
ment companies registered under the Investment Company 
Act of 1940 (the “Act’), and Axe Securities Corporation, the 
principal underwriter of each of the Funds (collectively 
referred to with Funds as “Applicants”), filed an application 
on August 2, 1976, pursuant to Section 6(c) of the Act, for 
an order of the Commission exempting Applicants from the 
provisions of Section 22(d) of the Act and Rule 22d-1 
thereunder to permit shareholders of each of the Funds to 
reinvest capital gain distributions, or income dividends and 
capital gain distributions, in shares of the other Funds 
without a sales charge. 


On September 29, 1976, a notice was issued of the filing of 
this application (Investment Company Release No. 9463). 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered, and it has been found that 
the granting of the requested exemptions is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 
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IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Section 
22(d) of the Act and Rule 22d-1 thereunder to the extent 
requested, be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9500/October 29, 1976 


In the Matter of 


VARIABLE ANNUITY ACCOUNT E OF AETNA VARIA- 
BLE ANNUITY LIFE INSURANCE COMPANY 


and 


AETNA VARIABLE ANNUITY LIFE INSURANCE CON- 
PANY 

151 Farmington Avenue 

Hartford, Connecticut 06156 


(812-3989) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM RULE 22c-1 AND PUR- 
SUANT TO SECTION 11 OF THE ACT APPROVING AN 
OFFER OF EXCHANGE 


Variable Annuity Account E of Aetna Variable Annuity Life 
Insurance Company (“Account E”’), registered under the 
Investment Company Act of 1940 (‘Act’) as a unit invest- 
ment trust, and Aetna Variable Annuity Life Insurance 
Company, an Arkansas stock life insurance company and 
the principal underwriter for Account E, filed an application 
on July 14, 1976 and amendments thereto on September 
22, 1976 and September 30, 1976 pursuant to Section 6(c) 
of the Act for an order of the Commission granting exemp- 
tion from Rule 22c-1 under the Act and pursuant to Section 
11 of the Act for approval of an offer of exchange. 


On October 1, 1976, the Commission issued a notice 
(Investment Company Act Release No. 9468) of the filing of 
the application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it has been found that 
the granting of the application is appropriate in the public 
interest and consistent with the protection of investors and 
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the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Rule 
22c-1 of the Act, be, and hereby is, granted, and pursuant to 
Section 11 of the Act, that the proposed exchange offer is 
approved effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9501/November 1, 1976 


In the Matter of 


ASTRON FUND, INC. 
FRANK RUSSELL CO., INC. 
1100 One Washington Plaza 
Tacoma, Washington 98402 


(812-3973) 


NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 17(d) OF THE ACT AND RULE 17<- 
1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that on June 25, 1976, Astron 
Fund, Inc. (“Fund”), a closed-end management company 
registered under the Investment Company Act of 1940 (the 
“Act’’), and Frank Russell Co., Inc. (“Russell Co.”) (collec- 
tively, “Applicants’’), filed an application pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder for an order of 
the Commission permitting Applicants to consummate a 
settlement of a civil suit instituted by the Fund against The 
Insurance Company of North America (“INA”) and a settle- 
ment of certain claims asserted by the Fund against Russell 
Co., both of which arise out of losses incurred by the Fund 
in five portfolio transactions alleged by the Fund to be the 
result of improper inducements to a former portfolio man- 
ager. An amendment to said application was filed with the 
Commission on October 26, 1976. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicants state that the Fund initially registered under the 
Act on October 26, 1967, as an open-end, diversified 
management investment company. 


Applicants further state that Russell Co., registered with the 
Commission as a broker-dealer under the Securities Ex- 
change Act of 1934 and as an investment adviser under the 
Investment Advisers Act of 1940, served as the Fund's 








investment adviser from 1967 until June 1, 1974. Pursuant 
to an order of the Commission on January 22, 1976 
(Investment Company Act Release No. 9133), discussed 
below, Russell Co. resumed acting as investment adviser to 
the Fund. During the interim period, Applicants state that 
investment of Fund assets was administered by Russell 
Co., and that throughout the period from June 1, 1974, to 
date, Russell Co., pursuant to provisions of the Plan of 
Liquidation accepted by Russell Co., has administered the 
Fund without compensation. 


The Application states that INA is the issuer/underwriter of a 
broker's blanket bond (‘Bond’) effective September 1, 
1971, in the amount of $500,000, which names the Fund, 
Russell Co., and others as joint insureds. It is submitted that 
the Bond has not been cancelled and remains in effect. 


Applicants state that from 1968 to September 1971, Eric T. 
Blitz (“Blitz”), then a director, officer and stockholder of 
Russell Co., and a director and officer of the Fund, served 
as portfolio manager for the Fund pursuant to the provisions 
of the management agreements in effect during that period. 
They state that Blitz was relieved from his duties as portfolio 
manager based solely upon an evaluation of Blitz and his 
management of the Fund’s portfolio, without knowledge of 
the events described below. The Fund states that in March, 
1973, it learned that Blitz had been subpoenaed to testify 
before a federal grand jury which apparently was investigat- 
ing a possible manipulation of securities of Elinvest, Inc. 
(‘‘Elinvest”), and the involvement therein of Blitz, and that 
the employment and affiliations of Blitz with Russell Co. and 
the Fund were immediately terminated. 


The application states that on November 30, 1973, Blitz was 
indicted by a federal grand jury which alleged that a group 
of persons had manipulated the price of shares of Acrite 
Industries, Inc. (‘“‘Acrite’), and that Blitz had been paid a 
bribe of $10,000 to induce him to cause the Fund to 
purchase Acrite shares without regard to their investment 
merits. Subsequently, Blitz was indicted by another federal 
grand jury for accepting compensation in connection with 
the Fund’s purchase of shares of Elinvest. After trial in June, 
1974, he was acquitted of the alleged violations with respect 
to the Fund’s purchase of shares of Acrite. However, in 
February, 1975, he was convicted for violations of the 
federal securities laws in connection with the Fund’s pur- 
chaSe of shares of Elinvest. Said conviction was affirmed on 
appeal, and on October 4, 1976, the U.S. Supreme Court 
denied a petition for a writ of certiorari filed by Blitz. 


The Fund states that as a result of the information devel- 
oped in the trials discussed above, and from other investi- 
gative efforts, it filed proofs of loss with INA pursuant to the 
provisions of the Bond seeking indemnification from INA for 
losses resulting from the Fund’s purchases of shares of: 
Acrite; Elinvest; Cut-up Capers, Inc.; On Site Energy Sys- 
tems Corp.; and American Community Systems, Inc. Ac- 
cording to the application, INA refused to indemnify the 
Fund for these losses, contending that the total losses 
incurred by the Fund for these transactions were not the 
result of “employee dishonesty” within the scope of the 
Bond. The Fund states that in July, 1975, it instituted a civil 
suit (Civ. Action No. 75-2192) in the United States District 
Court for the Eastern District of Pennsylvania against INA 
seeking indemnity under the Bond, alleging, in substance, 


that INA had breached its contract with the Fund by failing 
to Pay proper claims. It is this suit which applicants seek to 
terminate by the proposed settlement. 


The Fund also states that it has instituted five civil suits 
against the five issuers noted above, Blitz and others 
believed to have been invclved in manipulations of the 
securities of these issuers. The Fund also requested and 
received waivers from Russell Co. of any statute of limita- 
tions protections Russell Co. might obtain in consideration 
of the Fund's forebearing to bring suit against Russell Co. 


According to the application, on April 26, 1974, a Plan of 
Liquidation and Dissolution, as amended, (“Plan”), was 
approved by shareholders of the Fund. Pursuant to the Plan 
the Fund became a closed-end investment company. As 
summarized by the Applicants, the Plan provided for: (i) the 
cessation of the Fund’s investment activities; (ii) the creation 
of a reserve of $300,000 to be used to continue the Fund’s 
corporate existence and to pursue such claims the Fund 
might have; and (iii) the distribution of the Fund’s net assets, 
less the reserve, to shareholders. The Applicants submit 
that consummation of the settlement, approval of which is 
sought by this application, will enable to be effected an 
additional distribution to shareholders and liquidation of the 
Fund. By order of the Commission (Investment Company 
Act Release No. 9133, January 22, 1976), the Applicants 
were granted certain exemptions from various provisions of 
the Act to enable the Fund to minimize expenses during the 
liquidation process. 


The application states that after an investigation to deter- 
mine the extent of its claims, the Fund’s board of directors 
received a lengthy presentation by, and conducted a de- 
tailed discussion with, counsel concerning, among other 
matters: (i) the evidence supporting the Fund's claims; (ii) 
the strengths and weaknesses of the Fund’s claims against 
INA, Russell Co. and others; (iii) the position of INA in 
defense of the suit against it; (iv) the remaining expenses of 
trial of the INA suit; (v) pre-trial conferences with the court; 
and (vi) the possibilities for settlement of the INA litigation 
and other claims. It is stated that the independent directors 
of the Fund concluded, inter alia, that, absent the unantici- 
pated discovery of additional facts and without unjustifiable 
additional investigative expense, the Fund had a reasonable 
basis to believe that it could establish losses with respect to 
the aforementioned securities in the amount of $393,030.70. 
The application also states that the independent directors 
concluded that: (i) the evidence to support the Fund’s claim 
for a $117,000 loss in American Community Systems stock 
was not as strong as might be desired; (ii) no creditable 
evidence was developed to support a claim against Russell 
Co. based upon mismanagement of the Fund by Russell 
Co., or failure of it properly to supervise Blitz; and (ili) a 
settlement of the INA and other suits, and of the claims 
against Russell Co., was preferable to the risks and ex- 
penses of trial, assuming that the settlement was reasona- 
ble in relation to the Fund's apparent provable losses, and 
that Russell Co. contributed a meaningful amount to a 
settlement fund. 


The Fund states that during the period January 9, 1976, 
through April, 1976, the Fund’s counsel, INA and Russell 
Co. engaged in a series of settlement discussions and that 
counsel for the Fund and INA had several conferences with 
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the court. Applicants state that, as a result of those negotia- 
tions and conferences, on July 26, 1976, the following 
proposed settlement was agreed to: 


(1) INA and Russel! Co. have agreed to pay the Fund, 
within five days of the receipt of the order requested in 
this application and the entry by the court of orders 
dismissing the claims asserted in the suit against INA, 
$250,000 and $20,000, respectively, in both cases 
together with interest accrued at the rate of 5% per 
annum from July 26, 1976; 


(2) INA and Russell Co. will assign to the Fund any 
and all rights or claims they may have, by way of 
subrogation or otherwise, to pursue any other person 
who may have liability to the Fund for the losses 
suffered by the Fund for which claim has been made 
against INA and Russell Co.; 


(3) The Fund will release INA and Russell from any 
further liability to the Fund arising out of the dishon- 
esty of Blitz while acting as portfolio manager; 


(4) Russell Co. will bear up to $5,000 of the Fund's 
legal fees and other expenses in connection with the 
five pending lawsuits, and has agreed that if on or 
before December 1, 1976, the Fund has not re- 
covered at least $10,000 from these actions, Russell 
Co. shall pay to the Fund the difference between 
$10,000 and the amount the Fund has in fact received 
(such amount subject to reimbrusement to the extent 
the Fund subsequently collects additional amounts); 
and 


(5) Consummation of the settlement is subject to: 
consummation by the Fund of a settlement with 
another alleged wrongdoer (discussed below), at the 
Fund's option; to receipt by the Fund and Russell Co. 
of an unqualified order of the Commission approving 
the proposed settlement as sought by this application; 
and, at the election of any party, to receipt of said 
order within 180 days from the date of filing of the 
application. 


Applicants state that the condition, noted in paragraph (5) 
above, relating to a settlement with another alleged wrong- 
doer, has been met. In this regard, Applicants state that 
Greenman & Co. and Brian Greenman, defendants in three 
of the five civil suits instituted by the Fund, paid the Fund 
$30,000 in July, 1976, in return for a complete release by 
the Fund and INA from any further liability based upon the 
matters asserted in those actions. Thus, the Fund asserts 
that it is assured of recovery of at least $310,000. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together, provide, in part, that it is unlawful for an affiliated 
person of a registered investment company, acting as 
principal, to effect any transaction in which such investment 
company is a joint participant, without the permission of the 
Commission. Rule 17d-1 provides, in part, that in passing 
upon applications for orders granting such permission, the 
Commission will consider (1) whether the participation of the 
investment company in such transactions on the basis 
proposed is consistent with the provisions, policies, and 
purposes of the Act, and (2) the extent to which such 
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participation is on a basis different from or less advanta- 
geous than that of other participants. 


Applicants submit that the Fund's board of directors, includ- 
ing its three independent directors, after consulting with 
counsel have determined that it is in the best interests of the 
Fund and its shareholders to enter into the proposed 
settlement. The application states that the principal reasons 
for this determination include, inter alia: (i) guaranteed 
recovery of a significant portion of actual losses; (ii) poten- 
tial for additional recoveries; (iii) Russell Co.'s assumption of 
a portion of further litigation expenses; and, (iv) avoidance 
of the risks and expenses of litigation. In addition, the Fund 
asserts that Russell Co.'s contribution to the settlement of 
the INA litigation and related claims is fair and reasonable 
under all of the circumstances. Therefore, Applicants submit 
that the proposed settlement is consistent with the provi- 
sions, policies and purposes of the Act and that the Fund's 
participation is not on a basis less advantageous than the 
participation of Russell Co. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 24, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the address 
set forth above. Proof of such service (by affidavit or, in the 
case of an attorney at law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sions own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9502/November 1, 1976 


In the Matter of 
ALLIED CAPITAL CORPORATION 


1625 Eye Street, N.W. 
Washington, D. C. 20006 





(812-4014) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING CERTAIN TRANSACTIONS FROM SECTIONS 12(e), 
17(a) AND 17(d) OF THE ACT AND RULE 17d-1 THERE- 
UNDER 


NOTICE IS HEREBY GIVEN that Allied Capital Corporation 
(“Allied Capital’), registered as a closed-end, non-diversi- 
fied, management investment company under the Invest- 
ment Company Act of 1940 (‘Act’), filed an application on 
August 13, 1976 and an amendment thereto on September 
20, 1976, for an order, pursuant to Section 6(c) of the Act, 
exempting from Sections 12(e), 17(a) and 17(d) of the Act 
and Rule 17d-1 thereunder, certain transactions involving 
Allied Capital, and Allied Investment Corporation (‘Allied 
Investment") and Allied Lending Corporation (‘Allied Lend- 
ing”), both wholly-owned subsidiaries of Allied Capital (col- 
lectively the “Allied Group’). All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Allied Capital was organized in 1958 and commenced 
business as a “venture capital” company, principally fur- 
nishing capital to industry, financing promotional enter- 
prises, purchasing securities of issuers for which no ready 
market is in existence and engaging in similar activities. 
Allied Capital is a licensed Small Business Investment 
Company (“SBIC”) under the Small Business Investment 
Company Act of 1958 (“SBIC Act’). 


Allied Investment is a District of Columbia corporation newly 
organized by Allied Capital to conduct Allied Capital’s oper- 
ations as a SBIC. Allied Capital has applied to the Small 
Business Administration (“SBA”) on behalf of Allied Invest- 
ment for a transfer of Allied Capital's license as a SBIC to 
Allied Investment. Allied Capital proposes to acquire all of 
Allied Investment’s issued and outstanding stock in ex- 
change for all of Allied Capital's assets, except for furniture, 
cash items and other assets valued at approximately 
$75,000, and the assumption of all of Allied Capital's 
liabilities. Allied Investment, which has not commenced 
business, proposes to register as a closed-end, non-diversi- 
fied investment company under the Act. 


Allied Lending is a District of Columbia corporation newly 
organized by Allied Capital. Allied Capital has applied on 
behalf of Allied Lending to the SBA for a license as a small 
business lending company (““SBLC”) under the SBIC Act. 
Allied Lending, which has not commenced business, pro- 
poses to register as a non-diversified, closed-end invest- 
ment company under the Act and to operate as a SBLC 
lending funds to small businesses. Loans made pursuant to 
the SBLC program may be guaranteed by the SBA for up to 
90% of the loan. Allied Capital proposes to fund Allied 
Lending by acquiring all of the issued and outstanding stock 
of Allied Lending for an aggregate purchase price of 
$500,000. Allied Capital will obtain the money to purchase 
the stock through a bank loan which may require Allied 
Capital to pledge the stock of Allied Lending as security for 
the loan. 


Allied Capital represents that it will remain a registered 


investment company and its registration statement will be 
amended to reflect that it is a holding company whose 
investment policies will be principally those of its two wholly- 
owned subsiciaries, Allied Investment and Allied Lending. 
Allied Capital submits that the position of its shareholders 
will be basically unchanged under the holding company 
structure, except that their interest in the operating subsidi- 
aries will be indirect. 


Allied Capital states that the holding company structure is 
necessitated by SBA regulations which exclude a SBIC from 
the SBLC program. It is stated that an amendment of the 
SBA regulations in February of 1975 permitting a non-bank 
lending company to participate in the guaranteed loan 
program has made the SBLC program available to Allied 
Capital. It is asserted that the lending operation made 
possible by the SBLC program represents a good invest- 
ment opportunity which will result in diversifying the assets 
and types of investments of Allied Capital, and will also 
furnish additional investment capital to Allied Capital on a 
consolidated basis. It is submitted that, in the opinion of 
Allied Capital’s Board of Directors, the investment neces- 
sary to enter into the SBLC program is not excessive in 
relation to the amount of its total capital. On March 31, 
1976, Allied Capital had total assets of $13,953,200. Allied 
Capital’s investment in Allied Lending would be approxi- 
mately 3.5% of total assets after increasing total assets by 
the amount of the bank loan. Allied Capital believes that the 
formation of Allied Investment and Allied Lending as two 
separate subsidiaries to operate as an SBIC and SBLC, 
respectively, will be in the best interests of the shareholders 
of Allied Capital, and will be consistent with the policies 
underlying the Act and the intent of Congress in enacting 
the SBIC Act. 


Section 12(d)(1)(A) of the Act, as here pertinent, prohibits a 
registered investment company from acquiring more than 
3% of the total outstanding voting stock of any other 
investment company, and Section 12(d)(1)(C) of the Act 
prohibits an investment company from acquiring more than 
10% of the total outstanding voting stock of a registered 
closed-end investment company. Section 12(e) of the Act 
excludes from the provisions of Section 12(d)(1) any pur- 
chase or acquisition by a registered investment company of 
any security issued by any one corporation engaged or 
proposing to engage in the business of underwriting, fur- 
nishing capital to industry, financing promotional enter- 
prises, purchasing securities of issuers for which no ready 
market is in existence, and reorganizing companies or 
similar activities provided, among other things, that the 
aggregate cost of the securities of such corporation pur- 
chased by such registered investment company does not 
exceed 5% of the value of the total assets of such regis- 
tered company at the time of any purchase or acquisition of 
such securities. The aggregate cost to Allied Capital of 
acquiring all of the issued and outstanding stock of Allied 
Investment and Allied Lending will be close to 100% of the 
value of its total assets. 


For purposes of the Act, Allied Capital, Allied investment 
and Allied Lending are each affiliated persons of each other. 
Section 17(a) of the Act, as here pertinent, provides that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such per- 
son, (1) to sell any security or other property to such 
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registered investment company or to any company con- 
trolled by any such registered investment company except 
securities of which the buyer is the issuer or securities of 
which the seller is the issuer and which are part of a general 
offering to holders of a class of its securities, (2) to purchase 
from a registered investment company, any security or other 
property (except securities of which the seller is the issuer), 
or (3) to borrow money or other property from such regis- 
tered company, with certain exceptions. Applicant states 
that, from time to time and in the course of the regular 
conduct of their business, members of the Allied Group may 
transfer securities or property to each other for the purpose 
of increasing the investment of Allied Capital in Allied 
Investment and Allied Lending, or for the purpose of Allied 
Investment and Allied Lending making a distribution with 
respect to its stock to Allied Capital. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together, provide, among other things, that it shall be 
unlawful, with certain exceptions not applicable here, for an 
affiliated person of any registered investment company, or 
an affiliated person of such person, acting as principal, to 
participate in or effect any transaction in connection with 
any joint enterprise or arrangement in which any such 
registered company or a company controlled by such regis- 
tered company is a participant unless an application regard- 


ing such transaction has been granted by the Commission. 


The application states that it may become necessary in the 

course of their business for Allied Capital and Allied Invest- 

ment or Allied Capital and Allied Lending to participate 

together with third persons having no affiliation with Allied 

Capital, Allied Investment or Allied Lending or their affiliates 
. in joint transactions. 


Allied Capital agrees in its application that the order of the 
Commission that may issue pursuant to this Notice may be 
conditioned upon the following: 


1. At all times Allied Capital will own and hold, 
beneficially and of record, all of the outstanding capi- 
tal stock of Allied Investment and Allied Lending; 


2. Allied Capital will not cause or permit Allied Invest- 
ment or Allied Lending to change any of their funda- 
mental investment policies, or take any other action 
referred to in Section 13(a) of the Act, unless such 
action shall have been authorized by Allied Capital 
after approval of such action by a vote of a majority 
(as defined in the Act) of the outstanding voting 
securities of Allied Capital; 


3. Allied Capital will not cause or permit Allied Invest- 
ment or Allied Lending to enter into, renew or perform 
any investment advisory or underwriting contract or 
agreement, written or oral, as contemplated by Sec- 
tion 15 of the Act, unless the terms of such contracts 
or agreements and any renewal thereof shall have 
been approved in compiiance with said Section 15; 
and where any vote of the stockholders of Allied 
Investment or Allied Lending would be required by 


would be required by said Section 15, unless the 
Board of Directors of Allied Capital, including a major- 
ity of those directors who are not parties to any such 
contract or agreement or affiliated person of any such 
party, also shall have approved the same; 


4. Subject to Allied Capital, individually, and Allied 
Capital, Allied Investment and Allied Lending, on a 
consolidated basis, having the asset coverage re- 
quired by Section 18(a) of the Act immediately after 
the issuance or sale of any senior securities, (a) Allied 
Capital may issue and sell to one or more banks, or to 
one or more insurance companies (but not to both a 
bank or banks and an insurance company or insur- 
ance companies), its unsecured promissory notes or 
its other unsecured evidences of indebtedness in 
consideration of any loan, extension or renewal 
thereof, made by private arrangement, provided that 
such notes or evidences of indebtedness are not 
intended to be publicly distributed, and provided fur- 
ther that such notes or evidences of indebtedness are 
not convertible into, exchangeable for, or accom- 
panied by any options to acquire any equity security, 
and (6) Allied Investment may borrow from SBA on 
such basis as SBA from time to time may lend to 
SBIC’s and as may be permitted to SBIC’s under the 
Act, including Section 18(k) thereof and applicable 
rules thereunder, provided that Allied Capital would 
not guarantee any such borrowings by Allied Invest- 
ment; and in addition to borrowing from SBA, Allied 
Investment and Allied Lending may borrow from Allied 
Capital, and (c) except as above specifically provided 
in this paragraph, Allied Capital will not itself, and 
Allied Capital will not cause or permit Allied Invest- 
ment or Allied Lending to, issue any senior security or 
sell any senior security of which Allied Capital, Allied 
Investment or Allied Lending is the issuer; 


5. Allied Capital will cause to be elected as directors 
of Allied Investment and Allied Lending only persons 
who are directors of Allied Capital, elected in compli- 
ance with Section 16(a) of the Act, and at all times 
officers of Allied Capital will also be officers of Allied 
Investment and Allied Lending; and 


6. Allied Capital will file with the Commission and 
transmit to its stockholders reports prescribed and 
required by Section 30 of the Act, including separate 
financial statements of Allied Investment and Allied 
Lending. Allied Capital will also cause Allied Invest- 
ment and Allied Lending to file with the Commission 
copies of all reports which Allied Investment and 
Allied Lending will be required to file with the SBA. 
Any independent public accountant who signs a finan- 
cial statement filed by Allied Capital, Allied Investment 
or Allied Lending with the Commission shall be se- 
lected and approved in compliance with Section 32 (a) 
of the Act by a majority (as defined in the Act) of Allied 
Capital’s outstanding voting securities. 





said Section 15, unless the stockholders of Allied 
Capital also shall have approved the same by vote by 
a majority (as defined in the Act) of the outstanding 
voting securities of Allied Capital; or where any action 
of the directors of Allied Investment or Allied Lending 
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Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or unconditionally 
exempt any person or transaction from any provision of the 
Act or of any rule or regulation thereunder, if and to the 
extent that such exemption is necessary or appropriate in 





@ 


the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


Allied Capital requests that the Commission issue an order, 
pursuant to Section 6(c) of the Act, (a) exempting the 
above-described proposed purchases by Allied Capital of 
shares of common stock of Allied Investment and Allied 
Lending from the provisions of Section 12(e) of the Act, 
subject to the conditions proposed above and (b) exempting 
from the prohibitions contained in Section 17 (a) of the Act 
on a continuing basis transfers of property and securities 
effected solely between Allied Capital and Allied Investment 
and Allied Capital and Allied Lending and to permit any 
small business concern which may become an affiliated 
person of the Allied Group to sell securities issued by it to, 
or borrow money from, the Allied Group, or any member 
thereof, and exempting from Section 17(d) of the Act and 
Rule 17d-1 thereunder joint transactions or joint arrange- 
ments, as above referred to, between Allied Capital and 
Allied Lending or Allied Capital and Allied Investment and 
any small business concern which may become an affiliated 
person of the Allied Group, subject, however, to the follow- 
ing additional conditions: 


(1) Any small business concern which may become 
an affiliated person of the Allied Group may borrow 
from, or sell securities issued by it to, the Allied 
Group, or any member thereof, provided that such 
transaction meets the requirements for an exemption 
pursuant to Rule 17a-6 promulgated pursuant to the 
Act, except to the extent that it fails to meet the 
requirements of such Rule solely because another 
member of the Allied Group is also a party to the 
transactions or has, or within six (6) months prior to 
the transactions had, or pursuant to an arrangement 
will acquire, a direct or indirect financial interest in the 
small business concern; and 


(2) The Allied Group, or any member thereof, may 
participate in any joint enterprise or joint arrangement 
involving other participants, provided that such trans- 
action meets the requirements for an exemption pur- 
suant to Rule 17d-1 except to the extent it fails to 
meet the requirements of such Rule solely because 
Allied Capital is, was or proposes to be a participant in 
the joint enterprise or joint arrangement. 


Allied Capital has committed to the SBA that Allied Invest- 
ment and Allied Lending will not make investments in or 
lend money to the same small business concern. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 22, 1976 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shal! be 
served personally or by mail upon Allied Capital at the 
address stated above. Proof of such service (by affidavit or 
in case of an attorney-at-law by certificate) shall be filed 


contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


IT IS ORDERED that the Secretary of the Commission shall 
send a copy of this notice by certified mail to the Associate 
Administrator for Investment Division, Small Business Ad- 
ministration, Washington, D.C. 20416. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9503/November 1, 1976 


In the Matter of 


THE INTEREST INCOME TRUST, FIRST SERIES (AND 
SUBSEQUENT SERIES) 


and 


PRESCOTT, BALL & TURBEN 
900 National City Bank Building 
Cleveland, Ohio 44114 


(812-3980) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 14(a) OF THE ACT AND RULES 19b-1 AND 
22c-1 THEREUNDER 


On October 4, 1976, a notice was issued (Investment 
Company Act Release No. 9469) of an application filed by 
The Interest Income Trust, First Series and Subsequent 
Series (the “Funds”), a unit investment trust registered 
under the Investment Company Act of 1940 (‘Act’), and its 
sponsor, Prescott, Ball & Turben (‘Sponsor’) (collectively 
the “Applicants”), pursuant to Section 6(c) of the Act for an 
order of the Commission exempting the Funds from the 
initial net worth requirements of Section 14(a) of the Act, 
exempting the frequency of capital gains distributions of the 
Funds from the provisions of Rule 19b-1 under the Act and 
exempting the secondary market operations of the Sponsor 
and underwriters of the Funds from the provisions of Rule 
22c-1 under the Act. 


The notice gave interested persons an opportunity to re- 
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quest a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Section 
14 (a) of the Act and Rules 19b-1 and 22c-1 under the Act, 
to-the extent requested, be and hereby is, granted, effective 
forthwith. - 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9504/November 1, 1976 


In the Matter of 


FOURSQUARE FUND, INC. 
24 Federal Street 
Boston, Massachusetts 02110 


MARVIN M. DEMCHICK 

ALFRED P. COLETTA 

RAYMOND H. KRAFTSON 

Life of Pennsylvania Financial Corporation 
230 South Fifteenth Street 

Philadelphia, Pennsylvania 19102 


and 


TRIANGLE PROCESSING CORPORATION 
97 North Main Street 
Gloversville, New. York 12078 


(812-4020) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM SEC- 
TION 17(a) OF THE ACT. 


On. October 5,°1976, a notice was issued (Investment 
Company Act Release No. 9472) of an application filed on 
August 24,-1976, by Foursquare Fund, Inc. (“Fund”), an 
open-end diversified, management investment company 
registered under the Investment Company Act of 1940 
(“Act”), Marvin M. Demchick, Alfred P. Coletta, Raymond H. 
Kraftson, officers of Life of Pennsylvania Financial Corpora- 
tion (“Financial”), and Triangle Processing Corporation 
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(“Triangle”), for an order of the Commission pursuant to 
Section 17(b) of the Act exempting from the provisions of 
Section 17 (a) of the Act the purchase by Demchick, Coletta, 
Kraftson and Triangle from the Fund of 50,000 shares of the 
common stock of Financial, a portfolio affiliate of the Fund. 


The notice gave interested persons an opportunity to re- 
quest a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information contained in the application, that the 
terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned, and that the proposed transaction is consistent with 
the policy of the Fund and with the general purposes of the 
Act. Accordingly, 


IT {S ORDERED, pursuant to Section 17 (b) of the Act, that 
the proposed purchase by Demchick, Coletta, Kraftson and 
Triangle from the Fund of 50,000 shares of the common 
stock of Financial be, and hereby is, exempted from the 
provisions of Section 17 (a) of the Act. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT 
Release No. 9505/November 2, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5758/November 2, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9506/November 4, 1976 


In the Matter of 

THE STOCK FUND OF AMERICA, INC. 
Two Embarcadero Center 

P. O. Box 7650 

San Francisco, California 94120 


(611-605) 





NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 8(f) OF THE ACT DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that The Stock Fund of 
America, Inc. (“SFA”), registered under the Investment 
Company Act of 1940 (the “Act’) as a diversified, open-end, 
management investment company, filed an application on 
July 23, 1976, and amendments thereto on September 24, 
1976 and October 12, 1976, for an order of the Commis- 
sion, pursuant to Section 8(f) of the Act, declaring that SFA 
has ceased to be an investment company as defined in the 
Act. All interested persons are referred to the application on 
file with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


SFA states that it was incorporated under the laws of 
Delaware on December 14, 1951, that it registered under 
the Act on June 27, 1952, and that, just prior to the effective 
date of the merger described below, it had assets of 
$47,742,556 and 6,102,017 shares outstanding. 


The application states that on June 7, 1976, the Commis- 
sion issued an order, pursuant to Section 17(b) of the Act, 
that a proposed merger of SFA into The Investment Com- 
pany of America (‘ICA’) be exempted from the provisions of 
Section 17 (a) of the Act; that on June 22, 1976, at a special 
meeting of stockholders of SFA, the stockholders duly 
authorized the merger of SFA into ICA; and that on June 25, 
1976, the Agreement and Plan of Merger of SFA and ICA 
was filed with the Delaware Secretary of State. SFA asserts 
that, as of such filing, it was merged into ICA under 
applicable Delaware law and the former shareholders of 
SFA received shares of ICA for their shares of SFA on the 
basis of their respective net asset values. 


SFA represents that as of the filing of the Agreement and 
Plan of Merger, the separate corporate existence of SFA 
ceased and all of SFA’s assets, rights, privileges, powers, 
duties and liabilities were transferred to ICA and that SFA 
has no remaining assets. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered in- 
vestment company has ceased to be an investment com- 
pany, it shall so declare by order and, upon the taking effect 
of such order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1976 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon SFA at the address 
stated above. Proof of such service (by affidavit or, in case 
of an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 


order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9507/November 4, 1976 


In the Matter of 


FIDUCIARY EQUITY ASSOCIATES, INC. 


and 


ALLIANCE CAPITAL MANAGEMENT CORPORATION 
140 Broadway 
New York, New York 10005 


(811-1517) 


NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 8(f) OF THE ACT DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE !S HEREBY GIVEN that Fiduciary Equity Associ- 
ates, Inc. (“FEA”), registered under the Investment Com- 
pany Act of 1940 (the ‘“Act’) as a diversified, open-end 
management investment company, filed an application, in 
which Alliance Capital Management Corporation (““ACMC”) 
(referred to collectively with FEA as ‘“‘Applicants’’), joins, on 
February 25, 1976, and amendments thereto on March 3, 
1976, August 6, 1976, and September 30, 1976, for an 
order of the Commission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Applicant was organized as a corporation under the laws of 
Delaware on July 24, 1967 and filed a notification of 
registration pursuant to Section 8(a) of the Act on July 25, 
1967. FEA states that it commenced a public offering of its 
shares on November 9, 1967, pursuant to a registration 
statement filed under the Securities Act of 1933, and that as 
of July 30, 1976, 1,912,002 shares of its common stock 
remain registered and unsold. FEA states further that, as of 
July 30, 1976, its net assets were approximately $47,600 
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and all of its common stock was owned by ACMC. 


ACMC is the investment advisor to FEA and is a wholly 
owned subsidiary of Donaldson, Lufkin & Jenrette, Inc. 
ACMC represents that it is an investment adviser registered 
under the Investment Advisers Act of 1940, and that it acts 
as investment manager on a discretionary and non-discre- 
tionary basis for employee benefit funds, public pension and 
retirement funds, five registered investment companies (in- 
cluding FEA), other institutional investors and individual 
investors. 


According to the application, Alcor Securities Corporation 
(‘Alcor’) (formerly DlJ Securities Clearance, Inc.), a wholly 
owned subsidiary of ACMC, is a registered broker-dealer 
and is ACMC’s only operating subsidiary. As of August 31, 
1976, approximately 14.9% of ACMC’s gross revenues 
were derived from Alcor. As of the same date, approxi- 
mately 33.2% of ACMC’s net income was derived from 
Alcor. As of August 31, 1976, the current net assets of 
ACMC were approximately $4,000,000 and 83% of ACMC 
gross income was derived from investment advisory fees. 


In addition to its ownership of FEA common stock, ACMC 
states that it owns approximately 1.25% of the outstanding 
stock of Quasar Associates, Inc., a registered investment 
company for which ACMC acts as investment adviser. 
ACWMC asserts that its total investments in securities as of 
August 31, 1976 represented less than 3% of its consoli- 
dated net assets as of that same date. 


ACNC and FEA have made the following representations in 
their application: (i) ACMC will not materially increase its 
ownership of FEA common stock; (ii) FEA will not offer its 
shares to any person other than ACMC; and (iii) ACMC will 
not resell its shares of FEA common stock to any person. 


Section 3(b)(1) of the Act provides, in part, that any issuer 
primarily engaged, directly or through wholly-owned subsidi- 
aries, in businesses other than that of investing, reinvesting, 
owning, holding or trading in securities, is not an investment 
company within the meaning of the Act. ACMC asserts that 
it is primarily engaged in the business of rendering invest- 
ment advisory services. ACMC operates directly or through 
wholly-owned subsidiaries in businesses other than that of 
investing, reinvesting, owning, holding, or trading in securi- 
ties. 


Section 3(b)(3) of the Act provides, in part, that any issuer, 
all of the outstanding securities of which are owned by a 
company excepted from the definition of an investment 
company by subsection 3(b)(1) of the Act, is not an invest- 
ment company within the meaning of the Act. FEA contends 
that ACMC is not primarily engaged in the business of 
investing, reinvesting, owning, holding, or trading in securi- 
ties and that, therefore, FEA comes within the exception 
provided in Section 3(b)(3) from the definition of an invest- 
ment company. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered in- 
vestment company has ceased to be an investment com- 
pany, it shall so declare by order, and upon the taking effect 
of such order the registration of such company shall cease 
to be in effect. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1976 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or, in case 
of an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9508/November 4, 1976 


In the Matter of 


UNIVERSE TANKSHIPS, INC. 
30 Broad Street 
Monrovia, Liberia 


(812-3923) 


ORDER PURSUANT TO SECTION 2(a)(9) OF THE ACT 
DECLARING PRESUMPTION CONTROL CREATED BY 
THAT SECTION REBUTTED BY EVIDENCE. 


On September 30, 1976, a notice was issued (Investment 
Company Act Release No. 9466), that Universe Tankships, 
Inc. (“Universe”), had filed an application on March 10, 
1976, and amendments thereto on April 29, 1976, and June 
28, 1976, pursuant to Section 2(a)(9) of the Investment 
Company Act of 1940 (“Act”) for an order of the Commis- 
sion declaring that Universe does not control St. John D’el 
Rey Mining Company, Limited (“St. John D’el Rey’), a 
closed-end, non-diversified management investment com- 
pany registered under the Act. The notice gave interested 
persons an opportunity to request a hearing and stated that 
an order disposing of the matter would be a hearing and 
stated that an order disposing of the matter would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 











has not ordered a hearing. 


The matter having been considered, it is found that the 
presumption created by Section 2(a)(9) of the Act, that by 
virtue of its ownership of 27.60% of the voting securities of 
St. John D’el Rey, Universe controls St. John D’el Rey, has 
been rebutted by the evidence. Accordingly, 


IT |S ORDERED, pursuant to Section 2(a)(9) of the Act, that 
Universe is determined not to control St. John D’el Rey. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 548/November 2, 1976 


In the Matter of 


DISCOUNT CORPORATION OF NEW YORK 
58 Pine Street 
New York, New York 10005 


File No. 803-5 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 206A OF THE INVESTMENT ADVISERS ACT 
OF 1940 FOR AN ORDER OF EXEMPTION FROM ALL 
PROVISIONS OF THE ACT EXCEPT SECTION 206 OF 
THE ACT. 


NOTICE IS HEREBY GIVEN that Discount Corporation of 
New York (‘Discount’) filed on October 6, 1976 and 
amended on October 26, 1976 an application pursuant to 
Section 206A of the Investment Advisers Act of 1940 (‘Act’) 
for an order of exemption from all provisions of the Act, 
except the antifraud provisions in Section 206 of the Act, to 
the extent they may be applicable to Discount. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein which are summarized below. 


Discount, organized in 1918, is primarily in the business of 
underwriting, distributing and making a market in obligations 
of the United States government and its agencies and 
instrumentalities. It also serves as a market maker in 
bankers acceptances, finance bills, trade acceptances, bank 
certificates of deposit and commercial paper issued by bank 
holding companies. In 1976, Discount organized a wholly- 
owned subsidiary, Discount Corporation of New York Money 
Market Advisers (“Adviser”), which is registered under the 
Act as an investment adviser. Adviser was established to 
serve as an investment adviser to Union Cash Management 


Fund, Inc. (“Fund”), an open-end investment company 
registered under the Investment Company Act of 1940, 
which intends to invest in various types of money market 
instruments. Adviser will be responsible for providing Fund 
with investment recommendations concerning certain 
money market instruments but will not provide execution of, 
or have discretionary authority over, Fund's securities trans- 
actions. Fund's investment committee, composed of four of 
its officers, none of whom is affiliated with Adviser, will make 
Fund's investment decisions. Neither Discount nor Adviser 
will purchase any securities from or sell any securities to, or 
act as broker for, or in any transaction with, the Fund. 


Fvery associated person of Adviser who will have a role in 
furnishing advisory services to Fund will be either an officer, 
a director or an employee of Discount. However, such 
persons will also be identified on Adviser's Form ADV, its 
application for registration, as associated persons of Ad- 
viser. Discount has provided Adviser with capitalization in 
the amount of $250,000, which it represents is adequate to 
enable Adviser to perform advisory services for Fund. There 
is no indebtedness between Adviser and Discount. Discount 
will furnish Adviser with office facilities and secretarial and 
administrative services. Adviser will reimburse Discount for 
its allocable share of both the direct and indirect costs of the 
services Discount will be providing. 


Section 202(a)(11) of the Act provides: 


“Investment adviser means any person who, for 
compensation, engages in the business of advising 
others, either directly or through publications or writ- 
ings, as to the value of securities or as to the 
advisability of investing in, purchasing, or selling se- 
curities, or who, for compensation and as part of a 
regular business, issues or promulgates analyses or 
reports concerning securities. . . .” 


The exemption from registration afforded by Section 
203(b)(3) of the Act for advisers having fewer than fifteen 
clients is not available to Discount or Adviser, since that 
exemption does not apply by its terms to an adviser to a 
registered investment company. Section 208(d) of the Act 
provides: 


“It shall be unlawful for any person indirectly, or 
through or by any other person, to do any act or thing 
which it would be unlawful for such person to do 
directly under the provisions of this title or any rule or 
regulation thereunder.” 


Since Adviser, although a separate corporation, will be 
dependent on Discount for, among other things, its person- 
nel, market information, office facilities, and recordkeeping, 
Discount itself might be subject to all provisions of the Act, 
including its registration provisions. Accordingly, Discount 
has filed this application seeking exemptions from all provi- 
sions of the Act, except the antifraud provisions in Section 
206 of the Act, to the extent they are applicable. 


Section 206A of the Act provides: 


“The Commission, by rules and regulations, upon its 
own motion, or by order upon application, may condi- 
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tionally or unconditionally exempt any person or trans- 
action, or any class or classes or persons, or transac- 
tions, from any provision or provisions of this title or of 
any rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of this title.” 


The application states that every officer, director and em- 
ployee of Discount who will be furnishing advisory services 
to the Fund will be an associated person of Adviser and, as 
such, will be subject to all provisions of the Act. Therefore, 
Discount represents that no regulatory purpose would be 
served by requiring it to register. Moreover, Discount has 
agreed that it will be subject to the antifraud provisions in 
Section 206 of the Act to the extent they are applicable to it. 


Discount represents that the requested relief is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than 11/26/76 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon the applicant at the address 
stated above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed contem- 
pcraneously with the request. An order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 549/November 4, 1976 


In the Matter of 


KEYSTONE CUSTODIAN FUNDS, INC. 
KEYSTONE OTC FUND, INC. 

99 High Street 

Boston, Massachusetts 02110 
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File No. 803-2 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 206A OF THE INVESTMENT ADVISERS ACT 
OF 1940 FOR AN ORDER OF EXEMPTION FROM SEC- 
TION 205 OF THE ACT AND RULE 205-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Keystone Custodian 
Funds, Inc. (“Keystone”), an investment adviser registered 
under the Investment Advisers Act of 1940 (‘Advisers Act’), 
and Keystone OTC Fund, Inc. (‘Fund’), a closed-end 
management investment company registered under the 
Investment Company Act of 1940, (Fund and Keystone are 
collectively referred to as ‘“Applicants’) filed on June 14, 
1976 and amended on September 29, 1976 and October 
26, 1976 an application pursuant to Section 206A of the 
Advisers Act for an order of exemption from certain provi- 
sions of Section 205 of the Advisers Act and Rule 205-1 
thereunder. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations contained therein which are summarized 
below. 


Fund invests primarily in securities which are traded in the 
over-the-counter market and which are not listed on a 
national securities exchange. Fund's advisory agreement 
with Keystone provides for a basic management fee com- 
puted at an annual rate of 3/4 of 1% of the average daily net 
asset value over the prior 36-month period. This basic fee 
increases and decreases in relation to the investment 
performance of the Fund over the prior 36-month period as 
compared with the investment performance of the NASDAQ 
Composite Index (“Index”) over that period. 


Section 205 of the Advisers Act generally prohibits a regis- 
tered investment adviser from entering into or performing an 
investment advisory contract which provides for compensa- 
tion to the investment adviser on a basis of a share of 
capital gains upon or capital appreciation of the funds or any 
portion of the funds of the client. However, this prohibition 
does not apply to an investment advisory agreement be- 
tween an investment 2dviser and an investment company 
registered under the '="'xstment Company Act which pro- 
vides for compensation based on the asset value of the 
company under management averaged over a specified 
period and increasing and decreasing proportionately with 
the investment performance of the company over a speci- 
fied period in relation to the investment record of an 
appropriate index of securities prices.! The rules adopted 
under Section 205 prescribe a method for treating distribu- 
tions of capital gains and cash when calculating the incen- 
tive portion of an advisory fee. In particular, Rule 205-1 
states 


“(a) ‘Investment performance’ of an investment company for 
any period shal! mean the sum of: 


(1) The change in its net asset value per share 
during such period; 


(2) The value of its cash distributions per share 
accumulated to the end of such period; and 


(3) The value of capital gains taxes per share 
paid or payable on undistributed realized long- 











term capital gains accumulated to the end of 
such period; 


expressed as a percentage of its net asset value per share 
at the beginning of such period. For this purpose, the value 
of distributions per share of realized capital gains, of divi- 
dends per share paid from investment income and of capital 
gains taxes per share paid or payable on undistributed 
realized long-term capital gains shall be treated as rein- 
vested in shares of the investment company at the net asset 
value per share in effect at the close of business on the 
record date for the payment of such distributions and 
dividends and the date on which provision is made for such 
taxes, after giving effect to such distributions, dividends and 
taxes. 


(b) ‘Investment record’ of an appropriate index of 
securities prices for any period shall mean the sum of: 


(1) the change in the level of the index during 
such period; and 


(2) The value, computed consistently with the 
index, of cash distributions made by companies 
whose securities comprise the index accumu- 
lated to the end of such period; 


expressed as a percentage of the index level at the begin- 
ning of such period. For this purpose cash distributions on 
the securities which comprise the index shall be treated as 
reinvested in the index at least as frequently as the end of 
each calendar quarter following the payment of the divi- 
dend.” 


Since the National Association of Securities Dealers 
(“NASD”), the developer and current source of the Index, 
does not compute the value of cash distributions made by 
the companies whose securities comprise the Index, Appli- 
cants are unable to comply with the provision in Rule 205- 
1(b) relating to the treatment of cash distributions. While 
Applicants have considered the possibility of compiling the 
necessary information on their own, they represent that it 
would be both administratively impractical and prohibitively 
expensive to do so. To compensate for the fact that the 
Index’s value will not have been increased as it would have 
been if all the computations required by Rule 205-1(b) had 
been made, Fund’s practice in the past has been to make a 
compensating deletion when computing Fund’s value. Thus, 
it has not considered cash distributions as having been 
reinvested in additional shares of the Fund for purposes of 
computing the incentive portion of the advisory fee. Appli- 
cants represent that this practice has made only a very little 
difference in the management fee Fund has paid Keystone 
since its inception. Although the NASD previously had 
indicated that it did intend to compile the necessary informa- 
tion, Fund has recently learned that the NASD does not 
anticipate doing so in the foreseeable future. Accordingly, 
Applicants have filed this application for an order of the 
Commission exempting from Section 205 and from the 
provisions of Rule 205-1 relating to the treatment of cash 
distributions Keystone’s present investment advisory agree- 
ment with Fund and any future advisory agreements be- 
tween Keystone and Fund in which the incentive portion of 
the advisory fee is calculated by a comparison of the Fund’s 
performance with that of the Index. However, Applicants 


have represented that, if at some time in the future, the 
NASD begins to make available the information Applicants 
would need to comply with all the provisions of Rule 205- 
1(b), Applicants would so comply. 


Section 206A of the Advisers Act states that: 


“The Commission, by rules and regulations, upon its 
own motion, or by order upon application, may condi- 
tionally or unconditionally exempt any person or trans- 
action, or any class or classes of persons, or transac- 
tions, from any provision or provisions of this title or of 
any rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of this title.” 


Applicants are unable to comply with certain provisions of 
Rule 205-1(b) due to circumstances beyond their control 
and represent that the granting of the requested relief is 
necessary or appropriate in the public interest and consist- 
ent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. An order disposing of the applica- 
tion will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


By the Commission. 
George A. Fitzsimmons 
Secretary 





1 In light of Fund’s investment policy, Fund represents that 
the Index is an appropriate index. 
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Litigation Release No. 7623/October 29, 1976 
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UNITED STATES OF AMERICA v. QUIDO BENIGNO, ET 
AL. 

76 Cr. 603 (United States District Court for the Southern 
District of New York) 


The Securities and Exchange Commission and the Depart- 
ment of Justice New York Strike Force today announced 
that on October 26, 1976 in the United States District Court 
for the Southern District of New York in the matter of United 
States of America v. Quido Benigno, et al. 76 Cr. 603, 
before the Honorable Charles S. Haight, Jr., a jury convicted 
defendant James Leonard Brown on one count of conspir- 
acy to commit securities fraud and on eight counts of 
securities fraud. Defendant Arthur Daly was acquitted of all 
charges against him. This matter concerned a scheme in 
1972 whereby American Home Products Corporation 
(A.H.P.C.) stock certificates were counterfsited, exchanged 
for newly issued A.H.P.C. stock, and thereafter this counter- 
feit-derived A.H.P.C. stock was offered for sale and sold. 


The indictment in this matter named five other individuals as 
defendants. These individuals, Quido Benig.io, Arthur Ca- 
ponegro, Harvey Axelrod, John Krappman and Robert 
Smith, prior to trial, all pleaded guilty to all or part of the 
indictment or to similar charges. 





Litigation Release No. 7624/October 29, 1976 


SECURITIES AND EXCHANGE COMMISSION v. TIMKIN, 
C.A., et ai 

United States District Court for the District of Columbia) 
Civil Action No. 76-1574 


The Securities and Exchange Commission announced that 
on October 28, 1976, the Honorable Howard F. Corcoran, 
United States District Judge for the District of Columbia 
entered a final Judgment of Permanent Injunction by default 
against Max H. Sedimair, Financial Planning Associates, 
GmbH and Intercontinental Profits, Inc., restraining and 
enjoining them from further violations of the anti-fraud and 
registration provisions of the federal securities laws. 


Previously, the Court had entered final Judgments of Per- 
manent injunction by consent against Timkin, C.A., Jack 
Yetman, Fedonics, Inc. and Frederick V. Martin, Jr. For 
further information, see Litigation Release Nos. 7532 and 
7602. 





Litigation Release No. 7625/October 29, 1976 


SEC v. BULL INVESTMENT GROUP, INC., ET AL. 
(Civil Action No. CA-74-5806-M) 
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The Boston Regional Office and the Washington Regional 
Office jointly announced that on October 12, 1976, the 
Honorable Bailey Aldrich (MA D.C.) approved a Consent 
Permanent Injunction entered by the two remaining defend- 
ants, Golden Book of Values, Inc., (“Golden Book”) and 
James Sanford, (“Sanford”) President of Golden Book. The 
defendants neither admitted nor denied the allegations 
contained in the SFC’s original complaint, filed on Decem- 
ber 20, 1974. Golden Book and Sanford are enjoined from 
violating the registration and anti-fraud provisions of the 
federal securities laws. In addition, the Court ordered them 
to submit certain information on activities and to make 
available certain accounting records for a period of one 
year. 


The other defendants in the case, namely, Bull Investment 
Group, !nc., (BIG), Ronald Kimball, Chairman of the Board 
of Directors of BIG; Richard G. Grondin, Assistant to the 
Chairman of the Board of BIG; and Richard F. Tosti, Vice 
President of BIG, were permanently enjoined on July 22, 
1975, as a.result of a default judgement for failure to comply 
with the Court's orders regarding discovery. Both the per- 
manent injunction as to the Golden Book defendants and 
the permanent injunction as to the BIG defendants followed 
preliminary injunctions entered earlier. A preliminary injunc- 
tion was originally ordered on March 11, 1975; however, the 
defendants violated it immediately after its entry and as a 
result, the Court ordered more prohibitions on March 27, 
1975, and on April 3, 1975. 


BIG and Golden Book, and their respective principals, were 
engaged in a pyramid marketing plan. Through the medium 
of public meetings, known as “Opportunity Meetings,” the 
defendants solicited investments of $2,500 from the public 
in exchange for the opportunity to participate in a multi-level 
arrangement. The first and most important level involved the 
recruiting of new investors. For each new investor recruited, 
the recruiting investor received a $900 commission. The 
second level involved participation as a non-exclusive 
dealer for the Golden Book advertising plan. At this level, 
the investors in a designated geographic area (most of 
whom participated in the first level) were to jointly produce 
an advertising booklet containing, among other things, dis- 
count offers. They were to receive commissions for solicita- 
tion of advertisements from merchants for inclusion in the 
booklet and for the sale of the booklets to the public. In 
actual operation, the arrangement placed emphasis on the 
first level—the recruiting aspect of the plan—resulting in a 
proliferation of investors, but an infrequent production of the 
promised ultimate product, the Golden Book. 


For further information, see Litigation Release Nos. 7035, 
6813, and 6676. 





Litigation Release No. 7626/October 29, 1976 


S.E.C. v. W.I.F.C. Corporation, et al. 
Civil Action File No. 76 C 3266 











»@ 


William D. Goldsberry, Administrator, of the Chicago Re- 
gional Office announced that on September 1, 1976, the 
Commission filed a civil action requesting preliminary and 
permanent injunctive relief in the United States District 
Court for the Northern District of Illinois, Eastern Division, 
against W.I.F.C. Corporation, a Cayman Island corporation, 
James DeWitt of Wisconsin Rapids, Wisconsin, David De- 
Witt, of South Elgin, Illinois, Owen Power Industries, Inc., a 
California corporation, Marshall L. Owen, of Lafayette, Cali- 
fornia, Rudolf E. Nissen, of Los Gatos, California and 
Thomas Clarke Hiil, of Lincolnshire, Illinois. 


The Complaint alleges that James and David DeWitt, the 
incorporators of W.I.F.C. Corporation (‘W.I.F.C.”), as well 
as Thomas Clarke Hill, Owen Power Industries, Inc. (“OPI”), 
Marshall L. Owen and Rudolf E. Nissen sold unregistered 
securities of W.I.F.C. Corporation to approximately 190 
individuals in four states raising in excess of $310,000, in 
violation of the registration provisions of the Securities Act 
of 1933 (‘Securities Act’). The Complaint also alleges that 
James and David DeWitt violated the anti-fraud provisions 
of the Securities Act and Securities Exchange Act of 1934 
by utilizing funds of W.I.F.C. to purchase shares in OPI for 
their own use and -enefit and in their own name and falsely 
representing tu investors in W.I.F.C. that W.I.F.C. owned 
OPI securities, and that OPI had patent applications when 
none were in existence. 


Further, the Complaint alleges that W.I.F.C. is an unregis- 
tered investment company and violated the registration 
provision, Section 7(d), of the Investment Company Act of 
1940 (1940 Act’) and that James DeWitt, David DeWitt 
and Hill violated Section 7(c) of the 1940 Act by promoting 
stock in this company. The Complaint also alleges that 
James DeWitt and David DeWitt violated Section 37 of the 
1940 Act, the larceny and embezzlement provision, by 
converting W.I.F.C. funds to their own use and benefit and 
that they breached their fiduciary duties to W.I.F.C. within 
the meaning of Section 36(a) of the 1940 Act. 


The Complaint requests injunctive relief enjoining further 
violations of the aforesaid provisions of the Federal securi- 
ties laws, and that the Court take possession of W.I.F.C.'s 
assets, books and records pursuant to Section 42(e) of the 
Investment Company Act and its general equity powers. 
The Complaint also requests that the Court appoint a 
trustee to take custody of such W.I.F.C. assets and investi- 
gate and prosecute such causes of action as may exist 
against the defendants. 


On September 1, 1976, Judge John F. Grady entered a 
Temporary Restraining Order freezing the assets of 
W.I.F.C. and restraining the DeWitts from disposing of any 
shares of OP! stock and an Option to purchase OPI stock 
they acquired with W.I.F.C. funds. 





Litigation Release No. 7627/November 1, 1976 


SEC v. POLARIS MINING COMPANY, ET AL. 
(USDC COLO. CIVIL NO. 75-W-695) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, an- 
nounced that the Honorable Fred M. Winner, United States 
District Court Judge for the District of Colorado, on October 
8, 1976 signed an order permanently enjoining Leo G. 
Bateman from violations of the registration provisions of the 
federal securities laws in the offer and sale of the common 
stock of Polaris Mining Company. Bateman consented to 
the permanent injunction without admitting or denying the 
allegations of the complaint. 


For further information see Litigation Release No. 6965. 





Litigation Release No. 7628/ November 1, 1976 


STATE OF FLORIDA v. HAROLD WILLIAMS, MARTIN 
FRIED and TRIEX PROPERTIES, INC. 
(Eleventh Judicial Circuit No. 76-8170) 


Richard E. Gerstein, State Attorney, Eleventh Judicial Cir- 
cuit of Florida, Jule B. Greene, Administrator, and William 
Nortman, Associate Administrator, of the Atlanta Regional 
Office of the Securities and Exchange Commission, an- 
nounced the filing of an information in the Circuit Court of 
the Eleventh Judicial Circuit of Florida on September 29, 
1976 charging Harold Williams, Martin Fried and Triex 
Properties, Inc. with violations of the state securities laws. 


The defendants were charged under Florida statutes with 
two counts each of sale of unregistered securities, sale of 
securities by unregistered salesmen, and fraudulent sale of 
securities. 


This prosecution is the result of a cooperative effort invoiv- 
ing the State Attorney's office, the Comptroller of the State 
of Florida, the United States Postal Inspector's office, and 
the Commission. 





Litigation Release No. 7629/November 1, 1976 


SEC v. EDWARD GINSBERG, ET AL 
(N.D. Ohio, E. Div.) (Civil Action No. C76-1116) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission 
today announced that the Commission has filed a civil 
injunctive complaint in the U.S. District Court for the North- 
ern District of Ohio, Eastern Division, seeking to enjoin 
Edward Ginsberg, Robert J. Lax, Ronald M. Gottfried, 
Ronald M. Gottfried, Inc., Albert A. Rosen, Elmer |. Paull, 
First Continental investment Corporation (all of Cleveland, 
Ohio) and Tom Hill of Aubrey, Texas, from further violations 
of the registration provisions of the Securities Act of 1933. 
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Further, the complaint seeks to enjoin the aforesaid Edward 
Ginsberg, Robert J. Lax and Tom Hill from further violations 
of the anti-fraud provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934. 


The Commission alleged in its complaint that the defend- 
ants have been, since May 1970, offering for sale and 
selling securities, namely, investment contracts in the form 
of limited partnership interests in various limited partner- 
ships owning interests in apartment complexes located in 
Texas, Florida and Arizona. 


The complaint further alleged, as to Edward Ginsberg, 
Robert J. Lax and Tom Hill, that in the offer and sale of such 
securities those defendants made misrepresentations and 
omitted to state material facts to purchasers and prospec- 
tive purchasers concerning the use of proceeds derived 
from the sale of said securities, the financial condition of Hill 
Properties and Tom Hill d/b/a Hill Companies, finder's fees 
paid, commissions paid in connection with the sale of the 
limited partnership interests, the experience and expertise 
of Tom Hill in the management of real estate projects, the 
financial risk to the investor, the segregation of funds 
invested by purchasers of the securities, occupancy rates of 
apartment projects, projected occupancy rates of apartment 
projects, source of funds used to make monthly payments to 
investors, profits made by various apartment projects al- 
ready constructed and other statements, representations 
and omissions of similar purport and object. 





Litigation Release No. 7630/November 2, 1976 


U.S. v. BARRY DVORIN 
(N.D. Tex.) (CR3-76-287) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office, and Michael P. Carnes, United States Attorney for 
the Northern District of Texas, today announced that on 
October 14, 1976, a federal grand jury at Fort Worth, Texas, 
returned a six-count indictment against Barry Dvorin, Dallas, 
Texas, charging him with violations of the antifraud provi- 
sions of the federal securities laws. 


The indictment alleges that the violations occurred in con- 
nection with the offer and sale of fractional undivided 
working interests in a Wise County, Texas, oil and gas 
lease. The interests were issued by Greater Texas Oil and 
Gas Corporation, Dallas. 





Litigation Release No. 7631/November 2, 1976 


SEC v. CANDYWYNE CORPORATION, et al., 
(M.D. Fla. Civil Action No. 76-711-Civ.-T-H) 
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Jule B. Greene, Administrator of the Commission's Atlanta 
Regional Office, and William Nortman, Associate Regional 
Administrator in charge of the Commission's Miami Branch 
Office, jointly announced that on September 30, 1976 a 
Final Judgment of Permanent Injunction By Consent as to 
Defendant lan Morgan a/k/a Martin Rabinowitch was en- 
tered by United States District Court Judge, William Terrell 
Hodges, Middle District of Florida, Tampa Division, enjoin- 
ing lan Morgan (“Morgan”) from further violations of the 
anti-fraud provisions in connection with the offer, purchase 
and sale of the securities of Candywyne Corporation (“Can- 
dywyne’’) or any other security. The Judgment was issued 
without a hearing being held upon the consideration of the 
Consent of Morgan to the Entry of a Final Judgment of 
Permanent Injunction and the consideration of the Commis- 
sion’s papers. 


For information concerning the Complaint which was filed 
on September 7, 1976, see Lit. Release No. 





Litigation Release No. 7632/November 2, 1976 


SEC v. U.S. DYNAMICS, INC., et al. 
(S.D. Fla., Civil Action No. 76-1232-Civ.-PF) 


Jule B. Greene, Administrator of the Atlanta Regionai Office, 
and William Nortman, Associate Regional Administrator of 
the Miami Branch Office of the Securities and Exchange 
Commission, jointly announced that on October 4, 1976, a 
Default Judgment of Permanent Injunction was entered in 
the United States District Court, Southern District of Florida, 
against U.S. Dynamics, Inc. (“USD”), Jack Kory (‘Kory’), 
and Sydell Silver Kory (‘Silver Kory’), enjoining the defend- 
ants from further violating the anti-fraud and reporting 
provisions of the federal securities laws in connection with 
the offer and sale of the securities of USD or any other 
security. The Judgment was issued upon the failure of the 
defendants to file an answer to the Commission's Complaint 
or any pleading in defense of the pending action within the 
20 days prescribed. 


For further information see Litigation Release No. 7507. 





Litigation Release No. 7633/November 4, 1976 


SECURITIES AND EXCHANGE COMMISSION v. SACOM 


ET AL. 
(United States District Court for the District of Columbia) 
(Civil Action No. 76-1624) 


The Securities and Exchange Commission today an- 


nounced that the Honorable, Gerhard A. Gesell, District 








Judge of the United States District Court for the District of 
Columbia, entered final judgments permanently enjoining 
John J. Guarrera, Stephen N. Besser and Robert C. Smith 
from violations of the anti-fraud and reporting provisions of 
the Federal securities laws. Entry of this relief was based on 
consents filed by the three defendants in which they neither 
admitted nor denied the allegations in the Commission's 
complaint. Guarrera, Besser and Smith were formerly Presi- 
dent, General Counsel and Controller respectively of 
SaCom of Sun Valley, California. 


In the Commission's complaint’ Guarrera was charged with 
violating the anti-fraud and reporting provisions in connec- 
tion with alleged false and misleading financial statements 
in filings with the Commission and in reports sent to 
shareholders by SaCom during the period 1970 through 
1973. The filings included a registration statement in con- 
nection with a public offering of SaCom common stock in 
October 1972. The complaint further alleged that Guerrera 
and Besser in 1971 and 1972 aided and abetted a manipu- 
lation by others of SaCom common stock and that during 
the Summer and Fall of 1972 Guarrera, Besser and Smith 
participated in a scheme for SaCom to recognize income on 
the proceeds of a bank loan. 





1 See Litigation Release No. 7339/September 1, 1976. 


Litigation Release No. 7634/November 4, 1976 


SEC v. COMMONWEALTH CHEMICAL SECURITIES, INC. 
74 Civil 1984 (LFM) 


The New York Regional Office announced that Judge Lloyd 
F. MacMahon of the United States District Court for the 
Southern District of New York, issued a memorandum 
decision dated September 30, 1976 in SEC v. Common- 
wealth Chemical Securities, Inc., et al., 74 Civil 1984, 
wherein he ordered defendants Robert Drucker, Julius 
Kleinman, Commonwealth Chemical Securities, Inc., Zoltan 
Guttman, Marlane Kleinman and Mary Sharpe to disgorge 
an aggregate of $405,541 in illegal profits obtained from 
trading the securities of Beneficial Labs, Inc. 


In addition, the Court's order permanently enjoined these 
defendants from further violations of various provisions of 
the Securities Act of 1933, the Securities Exchange Act of 
1934, the Investment Company Act of 1940, and the invest- 
ment Advisers Act of 1940. 


The Court's order also provided for the appointment of an 
escrow agent, John H. Norris, Esq., located at 12 East 41st 
Street, New York, New York 10017, to receive the dis- 
gorged funds which represent ail actual profits realized by 
the defendants on the purchase and sale of Beneficial 
securities from December 20, 1971 to the close of business 
on March 2, 1973. These funds will be paid to those 
members of the public who invested in the securities of 
Beneficial Labs, Inc. between December 20, 1971 and 
March 2, 1973. 


On March 30,. 1976, the Court had previously issued its 


findings of fact and conclusions of law whereby the defend- 
ants were found to have violated the registration and escrow 
provisions of the Securities Act; the anti-fraud and book- 
keeping provisions of the Exchange Act; and those provi- 
sions of the Investment Company Act and the Investment 
Advisers Act relating to the fiduciary responsibilities of 
affiliated parties, in connection with the over-the-counter 
trading in Beneficial Labs securities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Litigation Release No. 7635/November 4, 1976 


UNITED STATES OF AMERICA v. JOHN O. PITTS, JR., J. 
D. HODGES and HENRY F. SHRUM 
(N.D. TEX., CR 2-76-10 and CR 2-76-21) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, and 
Michael P. Carnes, United States Attorney for the Northern 
District of Texas, today announced that Federal District 
Judge Halbert O. Woodward at Lubbock, Texas on October 
15, 1976 sentenced John O. Pitts, Jr., Oklahoma City, 
Oklahoma, formerly of Perryton, Texas, to one year’s con- 
finement as a result of his previous plea of nolo contendere 
to one count of a 28-count indictment during his trial in 
Federal District Court at Amarillo. 


On the same date Judge Woodward sentenced J. D. 
Hodges, Woodward, Oklahoma, to one year’s probation as 
a result of his plea of nolo contendere to a one count 
Information filed in Federal District Court at Amarillo on 
September 17, 1976. 


Previously, Judge Woodward on October 13, 1976 sen- 
tenced Henry F. Shrum, Oklahoma City, Oklahoma, for- 
merly of Perryton, Texas, to one year’s probation as a result 
of his plea of nolo contendere to a one count Information 
filed September 17, 1976. The Information charged Shrum 
and Hodges with violations of the antifraud provisions of the 
federal securities laws in connection with the offer and sale 
of preorganization subscriptions in limited partnerships is- 
sued by Wheatheart Cattle Company during the period 
December 21, 1973 to January 22, 1975. 


Pitts’ plea of nolo contendere involved one count of bank 
fraud in connection with obtaining advances on a $4'/2 
million loan to the First National Bank & Trust Company of 
Oklahoma City with over-valued collateral in the form of 
accounts receivable. 


For further information see Litigation Release Nos. 6908, 
7012, 7064, 7304, 7501 and 7586. 
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Litigation Release No. 7636/November 4, 1976 


U.S., v. RICHARD D. HAYES 
(E.D. Mo. 76-292 CR (4)) 


Barry A. Short, United States Attorney for the Eastern 
District of Missouri, and William D. Goldsberry, Administra- 
tor of the Chicago Regional Office of the Securities and 
Exchange Commission, announced that on October 28, 
1976, Richard D. Hayes of St. Louis, Missouri, formerly 
cashier of Investment Securities Corporation (ISC), entered 
a plea of guilty to a 1-count criminal information filed against 
him on that date 
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The information charged that Hayes violated the bookkeep- 
ing provisions of the Federal securities laws by making false 
and fictitious entries on the books and records of ISC, a St. 
Louis, Missouri broker-dealer firm that is being liquidated 
under the provisions of the Securities Investor Protection 
Act of 1970. The information charged that Hayes caused the 
records of ISC to falsely reflect that as of December 31, 
1973, ISC had no liability and no securities position in its 
collateral loan account when, in fact, at that date, ISC had a 
liability to the bank of approximately $163,000.00 collateral- 
ized by securities pledged at its bank. 


Sentencing for Hayes was set for November 12, 1976. 
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